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GENERAL MILLS’ SALES TOTALLED $410,646,564 during the last fiscal year, 
compared with $458,473,576 for the previous year. Earnings were $11,654,036, 
as against $13,068,057 for the preceding year. Total dividends were virtually 
unchanged: $5,934,019 last year . . . $5,934,006 the year before. If you would 
like to know more about our twenty-first year, write for a copy of our complete 
annual report. Address General Mills, Minneapolis 1, 

Minnesota. 
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Control! 


The knuckle ball, floater, curve — 
they all capture public imagina- 
tion. But over the years, the pitcher 
with the best winning record is 
the one with control. 

That’s how it works with invest- 
ing, too. “Good things” and “hot 
issues” may cause a lot of talk, get 
a good play in the press, or attract 
impetuous followings. But the suc- 
cessful investor uses a lot more 
control. He looks for the facts 
behind headlines . . . studies a com- 
pany “outside and in”. He rarely 
rushes to buy —and never loses 
control later. He keeps careful 
check on the stock he owns. . . al- 
ways makes sure that his holdings 
are in balance—and that, taken to- 
gether, they’re the best possible 
combination for his objectives. 

That’s the kind of investor we 
like to help. Our Research Divi- 
sion is always happy to supply the 
facts needed for sound decisions 
... always glad to send a seasoned 
analysis of your current holdings, 
or to prepare a sensible investment 
program for any sum, any objective 
—whether liberal income, safety, 
or price appreciation be your pri- 
mary goal. 

There’s no charge for these serv- 
ices, no obligation. If you think 
they might increase your invest- 
ment control, they’re yours for the 
asking. Just call our nearest office, 
or write— 

Department SF-59 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 








AUGUST 13, 1949 


457 











T 


E rUuUT URE 


fe,’ a 


a a ae rawaeis 





TI 


E 





458 


PEOPLE INVEST IN THE BELL SYSTEM 


THE BELL SYSTEM INVESTS IN PEOPLE 





Az the assets of the Bell System are not writ- 
ten in its balance sheet or represented by the 
money invested in its plant and equipment. Of 
greater importance are its assets in people. 


The Bell System gives constant attention to 
the development of new leadership along with 
new facilities. Its long-standing policy of making 
promotions from the ranks assures the continu- 
ing vigor of the organization. 


Both top management and the thousands of 


men and women in supervisory and mana- 
gerial positions come up the ladder step by step, 
on character, industry and competence. 


They represent literally millions of years of 
training and experience and are a decisive 
reason for the success of the business. They are 
the solid foundation for even greater progress 
in the years to come. 


BELL TELEPHONE SYSTEM / @* 


THE MAGAZINE OF WALL STREET 





C. G. 


nanci 
nifica 
agric 
playe 
depre 
mean 
) exces 
agric 
seem 
} Ing, f 
ing ¢ 
cally 
natel; 











EET 


| excessive lengths to safeguard 


| ing, farm policy is again fac- 
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The Trend of Events 


| FARM PROSPERITY . . . An important indication of 
' the current financial strength of the nation’s farm- 
' ers as a whole and the prudence with which they 


have handled their record incomes of recent years 


is found in the trend of farm mortgage debt in the 


past war and postwar period. The current position 
takes on added significance since it is in marked 
contrast with the trend during and after the first 
world war period. It is also relevant in connection 
with our official farm policy as a whole. 

Farm mortgage debt dropped from prewar $6.5 
billion to $4.6 billion at the end of 1945, a drop of 
29% to a figure the lowest in 33 years. In the sub- 
sequent three years, the trend was upward but the 


/gain has only been $426 million or 9.1%. Thus in 


the last war and postwar period, from 1940 through 
1948, farm mortgage debt showed a net reduction 
of $1.47 billion, or 22%. By contrast, during and 
after the first world war, there was an increase of 


/ fully 114%, or by $5.7 billion. 


These figures are gratifying indeed, for they 
show that despite unprecedented prosperity, farm- 
ers have been prudent and conservative. And a fi- 
nancially strong agriculture is of the utmost sig- 
nificance to the economy since 


sensible approach to the problem. 

The Senate must soon decide whether to support 
or discard the Aiken bill of flexible farm price sup- 
ports scheduled to go into effect on January 1 next. 
The House threw out the Brannan farm subsidy 
program, much to everybody’s relief, and banned 
a “trial run” of this fantastic plan, but it quickly 
followed this sane decision by voting to replace the 
flexible support program in favor of another year 
of inflexible supports based on 90% of parity, the 
old high wartime rates when spurring production 
to the utmost was the primary goal. 

We would plead with the Senate to set aside po- 
litical considerations and decide the issue on its eco- 
nomic merits but the hope that it may do so is 
slim. Still on economic merits alone, there is no call 
to perpetuate the old, wasteful, discriminating sys- 
tem. Farm income even under flexible supports will 
not collapse; it will remain quite high. And farmers 
are far from broke; the official estimate is that 
they hold over $20 billion of liquid assets, a record 
far exceeding anything previous. Their mortgage 
debt, as outlined before, is conservative and hardly 
burdensome. From an economic viewpoint, thus, 
there is no need for further 





agricultural distress has 
played a major role in past 
depressions. But this doesn’t 
mean that we have to go to 


agricultural well-being as we 
seem bent to do. At this writ- 


cally the cards seem unfortu- 
nately stacked against any 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


waste of taxpayer’s money to 
keep his food basket high 
(adding injury to insult); 
and there is no need for per- 
petuating farm prosperity at 
an abnormally high level. 
Unfortunately, the issue is 
purely a political one, hence 
. our doubt that sanity will pre- 
vail. By now every political 
analyst, and every politician, 
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knows that it was primarily the farmers who re- 
elected President Truman last year and blasted the 
Republican majority out of Congress. The issue thus 
is loaded with political dynamite which always mili- 
tates against statesmanship and integrity, against 
a sober and realistic weighing of all aspects of farm 
policy. It will take political courage for the Senate 
to tell agriculture that it cannot possibly be in its 
own interest to keep reaching for the moon. Has the 
Senate got that courage? Has it the courage to 
broach the issue how to maintain a sound agricul- 
ture with a proper regard for the consumer? Or will 
the consumers remain America’s forgotten class? 
FOREIGN TRADE TANGLE ... Much talk here and 
abroad has failed so far to evolve much of a solu- 
tion to Europe’s foreign trade problem. Here in this 
country, the decline in overseas commerce is fore- 
most, and naturally so, studied as an American 
problem. While trade with Marshall Plan countries 
has been maintained by means of a steady and heavy 
flow of Marshall Plan dollars, foreign countries not 
thus assisted have experienced a severe shortage of 
dollars leading to drastic reduction of imports from 
the United States. Trade with them has been vir- 
tually at a standstill, much to the concern of our 
manufacturers and, exporters. 

However, this does not entirely explain the con- 
dition of our export business, for the dollar short- 
age abroad is only one of the factors in the shrink- 
age of foreign trade. What affects the economic 
policy of many countries is the struggle for self- 
sufficiency and the desire to win a larger share in 
world markets than they normally enjoyed. In due 
course, rivalries and conflicts have emerged and 
nationalistic tendencies taken on new force, portend- 
ing a period of increasing difficulties for our world 
commerce. 

In Europe this trend toward self-sufficiency and 
promotion of larger exports could prove beneficial 
if the countries united for removal of trade bar- 
riers which now cut Europe into rival units, and 
eventually moved towards a realistic “division of 
work.” But such, unfortunately, is not the case. This 
issue divided the Paris conference last June and led 
to a compromise between American and British 
negotiators. Our representative, Mr. Harriman, ar- 
gued soundly but in vain for an easy flow of trade 
among European nations. 

Ever since the 1930s, we have been slashing our 
tariffs under the Reciprocal Trade Agreements Act 
in the hope that this would bring down fences else- 
where. Tariffs abroad were lowered, to be true, but 
many were raised again and numerous import 
quotas and other restrictions imposed, greatly im- 
peding trade. Thus reciprocity remains a shining 
but steadily receding ideal and it may have even 
harder sledding in the future. 

Meanwhile American criticism of European coun- 
tries resisting economic unity on that Continent is 
causing a good deal of cynical nodding of heads. 
Europeans have been wondering how long it would 
take us to realize that the Marshall Plan in its 
present form is contributing indiscriminately to the 
stability of governments with very different atti- 
tudes toward one of the Plan’s,main objectives — 
creation of a permanent machinery for linking na- 
tional economies closer together. There is wide- 


spread conviction that Britain is impeding this aim 
and British actions have done little to dispel this 
belief. Other nations, too, have been giving less than 
wholehearted cooperation. 

While there are, nevertheless, strong influences 

at work toward greater economic unity in Europe, 
so far there is no sign that they are working fast 
enough either to satisfy American opinion or to 
meet the mounting exigencies of the situation. The 
larger objectives of the Marshall Plan still remain 
to be carried out and progress will be tedious, and 
solutions difficult. 
A POLICY FOR ASIA. .. It seems that at long last, 
some sort of a policy for Asia is being evolved 
though the initial approach would seem far from 
doing justice to the urgency and importance of the 
matter. Secretary of State Acheson’s-new plan for 
devising American policy includes a policy appraisal 
on a regional basis, instead of country by country, 
and this alone is progress. For if competently car- 
ried out, the results should make for a sounder pat- 
tern of policy than now exists. 

But above all, there is great need to co-ordinate 
Asian policy with European policy, particularly in 
relation to colonial areas. And there is equal need 
for objective study of our actions by men not com- 
mitted to any particular point of view. Particularly 
there must be a breaking down of the fallacious at- 
titude that Asia is not of any great importance to 
us. It is, as we should know by now. Yet in some 
quarters there still prevails the view that the fate 
of Asia is of less immediate consequence to America 
than the fate of industrial Europe. Nothing could 
be farther from the truth. 

Because of the existence of such attitudes, it has 

been much more difficult to devise a sound policy 
for Asia than for Europe. It is high time that our 
policy makers at long last make a determined effort 
to find answers to the perplexing problems which 
this country faces in the Orient. 
POLITICAL STABILITY IN FRANCE... By a small mar- 
gin of three votes, the French Government of Pre- 
mier Henri Queuille has survived another crisis 
and now seems assured of retaining power at least 
until October when the National Assembly recon- 
venes. The Queuille regime, now in power for nearly 
a year, has quite unexpectedly lasted longer than 
any other since the war’s end and this naturally 
reflects the growing stability of France itself. There 
has been spectacular evidence of the recovery 
achieved, including rising production, repeal of ra- 
tioning, high and stable employment, and last but 
not least, the growing strength of the franc after 
a period of extreme weakness and distrust. Ameri- 
can aid has been an important factor in these 
achievements. 

French politics, as the French temperament, are 
volatile, thus it would be premature or futile to 
predict an extended future for the Queuille cabinet. 
However, it is noteworthy that the coalition of 
moderates has been running France for three years 
now and withstood many a crisis while the Com- 
munists’ strength has diminished and the De 
Gaullists have been weakened by internal strife and 
disputes. France has made considerable strides down 
the middle of the road, and she appears determined 
to continue in the same direction. 
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| effect on the outcome 
| of the next general 
» elections. Its record 
| in meeting problems 
| looms as a big politi- 
| cal issue. 


| the British brand of 


' the American reces- 





As J See Jt! 


BY ROBERT GUISE 


WHO IS ON THE SPOT? 


a he dramatic drop in the price of British 
Government bonds is widely and correctly inter- 
preted as reflecting serious lack of confidence in the 
Labor Governments’ ability to surmount what it 
chooses to call the “dollar crisis.””’ Obviously the 
British Government is approaching a grave trial 
both in the world markets and at the polls, and its 
success, or lack of it, 
in overcoming the 
economic crisis is 
bound to have a vital 


JOHN BULL: 


Its record, how- 
ever, is hardly con- 
ducive to confidence 
in the effectiveness of 


state planning which, 
it appears, is respon- 
sible for a good 
many, if not most of 
the country’s trou- 
bles. Few, even in 
Britain, are inclined 
to credit fully the 
Laborite’s plaint that 


sion is largely to 
blame for the heavy 
economic weather 
which the country is 
facing, for falling ex- 
ports and the danger- 


| ous drain on the ster- 


ling area’s dollar and gold reserves. 

_ To the contrary, the view—repeatedly expressed 
In this column—is gaining ground that a very con- 
siderable factor in Britain’s decline are the high 
costs and low productivity of British industry, 
partly due in turn to excessive socialistic planning 
and the Labor Party’s pampering of the workers 
upon whom it depends for its continuance ‘in office. 
It is becoming plain that Britain simply cannot 
nationalize industry, create a super-welfare state 
and make the country a working man’s paradise 
while at the same time trying to struggle out of the 
present economic morass. 

Thus the Labor Party faces a serious dilemma. It 
has been said that the economic crisis has put the 
Party “on the spot.” This is only too true, but it is 
hot Labor alone that finds itself on the spot. So are 
we, and so are most European countries who are 
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bound to be deeply affected by whatever may hap- 
pen in Britain. 

We are on the spot because we are the recipients 
of new British dollar demands, and the time is fast 
approaching when we must make up our minds and 
decide to what extent and how long we can afford to 
subsidize and underwrite British recovery. 

The British request 
for another half bil- 
lion in Marshall Plan 
dollars also puts the 
rest of the Marshall 
Plan beneficiaries on 
the spot because the 
additional funds 
would be at the ex- 
pense of their quotas. 
Little wonder that 
the idea received a 
cool, if not hostile, 
reception in Europe. 
The few countries 
which are making 
real efforts to work 
out greater economic 
unity take a “poor 
view” of giving more 
than 40% of dollar 
aid to the country 
that seemingly is 
withdrawing ever 
farther into its na- 
tionalistic - socialistic 
shell. 

In the circum- 
stances, they are ask- 
ing themselves — as 
we certainly must — 
whether Britain with 
her grandiose schemes of socialization is really play- 
ing the game. There are those who feel that she is 
“playing us for suckers!” 

It is something that should give us pause when 
asked for more billions, even to reconsider a good 
deal of our past policies. It must be admitted that 
the situation in which we find ourselves is not an 
enviable one in view of the extent to which we have 
already become committed. Certainly precipitous 
action or withdrawal at this time might bring seri- 
ous complications. But on the other hand we cannot 
go on subsidizing British recovery, and worse yet, 
British socialism, without more concrete and real- 
istic cooperation on the part of Britain herself. 

The latter should be fully realized not only by the 
Labor Government but by the British people when 
their time comes to go to the polls. They should 
ponder deeply whether (Please turn to page 508) 
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What’s Behind Market Rise? 


We continue to believe that this is no more than a trading-range rally in the market, 
and that the greater part of it probably has been seen. The current small rebound in 
business and in average commodity prices may delay completion of economic adjustment. 
There is no change in policy. Maintain substantial reserves, as previously advised. 


By A. T. MILLER 


be he rise in average stock prices from the 
June low must, of course, be one of two things: 
(1) Just another trading-range rally, generally com- 
parable to the irregular succession of those seen since 
the autumn of 1946, but less vigorous so far than the 
spring-summer rallies of both 1947 and 1948. Or (2) 
the initial phase of a new bull market. We do not see 
any basis for thinking it is the latter. That conclusion 
rules out a general buying policy. Moreover, even 
should it eventually develop that the final lows in the 
daily averages were seen in June, there is bound to be 
a substantial reaction in due time—probably sooner 
rather than later—which would provide both a sig- 
nificant test and, if the test is satisfactory, an oppor- 
tunity to buy stocks at more attractive levels than 
now prevail. On this perspective, a buying policy now 
is also ruled out. 
Finally, a buying policy is likewise ruled out if we 
are correct in our belief that it is a trading-range 


rally, because in this event the remainder of it, if any, 
must amount to a relatively modest percentage at 
best. Additionally, the duration will be too brief to be 
of any practical significance to longer-term investors 
who for tax reasons, figure potential capital gains in 
terms of holding periods of six months or more. 


The Current Technical Indications 


The daily industrial average edged up to another 
new high for this move in the trading week ended 
August 5. The pace of advance will necessarily 
slacken, as it usually does in the upper reaches of a 
rally. Thus, the further net gain in three weeks since 
mid-July has been roughly 2.8%, against about 7.6% 
in the first four weeks of the recovery. The average 
has not yet bettered its previous 1949 high, seen in 
January; and is now in an area where the supply 
levels above it are both closely spaced and formidable. 
The rail average, even though it ex- 





MEASURING MARKET SUPPORT 
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tended this move slightly last week, re- 
mains sluggish. In comparison with the 
1947-1948 rally highs, the utilities are 
making the best showing. The same 
could be said for the minority of invest- 
ment-grade industrial stocks in stable 
consumer-goods industries and with se- 
cure dividends—the type of stocks in 
which we have for some time suggested 
concentration of the bulk of remaining 
equity holdings. 

There is no great speculative interest 
in this rally yet. In reflection of that 
fact, our index of 100 low-priced stocks 
is not faring as well, relative to the gen- 
eral list, as it did on the best -interme- 
diate recoveries of 1948 and 1947. Pos- 
sibly it may have a belated spurt, for 
sentiment that was gloomy not so long 
ago is now getting cheerful chiefly be- 
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cause the market itself makes it so. It 
is well to remember that stocks become 
dearer — not more attractive — on a 
rally; and that if some emotional bull- 
ishness is generated by this summer 
move, it will make a sell-off all the more 
certain, near and substantial. 

The gap between the demand and sup- 
ply lines on the accompanying Support 
Indicator chart has widened somewhat 
over the last fortnight, due about as 
much to decreased selling pressure as to 
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What Clues 
to Watch for 


Turning Point 


in Business 


By E. A. KRAUSS 


hel wo months ago, it looked as if business, 
in its collective pessimism, might really talk itself 
into a good-sized depression. Things seemed to 
looked gloomy, or at least were painted a deep in- 
digo. Industrial production had been sliding off 
since the turn of the year but the downtrend had 
accelerated noticeably in recent months. Industry 
after industry felt the impact of recession with steel, 
bellwether of the boom, at long last joining in. 
There was further erosion of the price structure, 
and business loans continued their long downward 
trek from last year’s peak. News of plant shut- 
downs, rising unemployment, lagging sales, reced- 
ing corporate earnings, dividend cuts and omissions 
became an almost daily fare. To cap it all, the stock 
market in mid-June suffered a severe break carry- 
ing the Averages down to four-year lows. There 
were few who would have ventured to predict an 
early improvement. The market, it was thought, is 
discounting a further deepening of the recession 
clearly heralded by the business news. 

But strangely, the atmosphere of gloom soon gave 
way to distinctly better feeling. Instead of worsen- 
ing, business news improved, and the stock market 
enjoyed a six-week rally that virtually cancelled the 
loss suffered during the preceding five-week decline. 

Though overall production continued to drift 
lower, there were reports of a pickup in a number 
of lines. New England, the area first and hardest 
hit when the boom collapsed, came through with 
news of increasing output in woolen, rayon and 
shoe plants. After a long downslide of metal prices 
and almost no demand, prices recovered progres- 
sively, and so did demand. More lumber is now be- 
ing shipped from mills than is being produced, and 
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home construction has risen slightly above 
the level a year ago. In cotton textiles, 
where prices plummeted steadily for eight- 
een months and demand practically disap- 
peared, buying is brisk again. Purchasers 
who were content to buy for immediate 
needs only and got delivery in two or three 
weeks, now find they must wait six to 
eight weeks, and some who cut inventories 
too sharply find that they will lose busi- 
ness because of empty shelves. 

Inventories generally have been slimmed 
down at the retailer, wholesaler and man- 
ufacturing levels and cautious buying, in 
place of no buying at all, has returned 
without too much haggling over prices. 

In short, sentiment even in the East, 
where the gloom was thickest, has sud- 
denly given way to cautious optimism. 
While no one dares prophesy that all this means 
the end of- postwar adjustment, the fact remains 
that many now believe that the recession has begun 
to level off and that economic activity may even 
show some rise during the third quarter above the 
mid-year level. 

The new-found optimism is perhaps a natural 
aftermath of the preceding overdose of pessimism 
but is is likely more than just a psychological reac- 
tion. Something more solid is behind it. Still there 
is some danger that optimism may be carried too 
far, as was pessimism before. Doubtless, in the 
coming months, business will be quite mixed with 
some segments of industry moving ahead, others 
sidewise and still others downward. But overall we 
may well witness a halt in the decline, if only a 
temporary one, with further adjustments ahead. 


Improvement Found in Many Directions 


Reports of improved conditions come from many 
quarters. The National Association of Purchasing 
Agents in its monthly survey finds that in July, 
two-thirds of the plants included in the survey re- 
ported production either on the upgrade or holding 
to previous schedules, with order booking revealing 
the greatest strength since the start of the decline 
in general business. There are several trend indi- 
cators, it adds, which may be confirmed in August 
showing that the declining business cycle is ap- 
proaching bottom. The downward price trend is 
showing a tendency to slow up and level off. And 
inventories continued to shrink at the same sharply 
ae rate reported for the three previous 
months 
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Elsewhere there are reports that for 
the first time since the slump began, sub- 
stantial volume buying has come into 
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some fields during July and this no doubt 
has contributed greatly to the better feel- 
ing. In fact the busines pick-up which 
has started in the formerly depressed 
soft goods sector is now spreading be- 
yond. There is some improvement in con- 
sumer hard g7ods and in many basic raw 
materials, strengthening hopes that hard 
good~ lines may not be too long in follow- 
ing soft goods on the way up. 


Seasonal or More Lasting Pickup? 
Quite obviously a seasonal pickup in 


business is getting underway but whether 
it will hold or can carry over into 1950 










































is another matter. After all, there has 
seldom if ever been a period of business 
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decline where the first rally actually 

marked the turn of the tide. Usually there has been 
some “false start” or temporary upturns before the 
economy was ready for a more sustained rise. Some- 
thing of the sort may happen now though it is not 
impossible that this time “it might be different.” 
Precedent is not always a reliable indicator since 
conditions are never quite the same. To obtain an 
idea of what’s ahead, let’s look for, and analyze, 
some clues that might give helpful answers. 

It is well to make clear one thing at the outset. 
The change for the better in sentiment is the result 
of improving business, not the cause of it. Recovery 
tendencies have started even while the gloom was 
thickest; in fact it was the thickness of the gloom 
that obscured them. And recovery tendencies have 
made themselves felt for good economic reasons. 


Why Business Is Recovering 


One was the rather exaggerated buying caution 
and the severity of inventory liquidation. As a re- 
sult, it is now believed that inventory adjustment 
may be shorter than many anticipated, that some 
lines may have already seen the turn. Since overall 
inventories haven’t been top-heavy, certainly not in 
relation to sales, inventory readjustment probably 
doesn’t have far to run. It is pretty much over in 
most soft goods lines, and well along in many hard 
goods areas. This means new buying, stimulating 
ogg it’s what is going on right now in various 

elds. 

For half a year now, there has been a general 
disposition on the part of business to shorten com- 
mitments, reduce inventories and wait for lower 
prices, and the curtailment which began at the con- 
sumer level has begun to reach back into basic in- 
dustries. Price adjustments in many areas have been 
taking place at a rapid rate but significantly, since 
mid-June, wholesale commodity price averages have 
held within a very narrow range. Outstanding de- 
velopments on the price front have been the moder- 
ate tempo in farm price declines despite looming 
surpluses and the recovery of non-ferrous metal 
prices which have snapped back smartly after their 
earlier sharp slides. As it is, raw materials prices 
definitely turned up in July, perhaps temporarily so, 
but it is the first rise in almost a year. This means 
that inventory liquidation is slowing down, and new 
buying picking up. Significantly, also, the commodi- 
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ties futures index has been in a steady uptrend since 
early June, implying higher prices in the months 
ahead. Unquestionably these price developments 
have their impact on business decisions. 

They permit the conclusion that not only has 
there been considerable improvement in the inven- 
tory picture to the point where many buyers must 
return to the markets to maintain adequate work- 
ing stocks, but that new doubt has arisen whether 
and how far price deflation will continue in view 
of reflationary measures undertaken by the Govern- 
ment. These measures, basically inflationary, may 
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take some time to make their full impact felt but 
it is quite possible that mere anticipation of an- 
other inflationary boost is stimulating buying well 
in advance. Once business is convinced that price 
deflation is arrested, it has nothing to gain price- 
wise by waiting any longer. It could lose by waiting 
too long and letting inventories run off too much. 





Test Is Yet to Come 


The test of just what’s behind the current revival 
of buying activity will come in a few weeks hence. 
If the improved buying subsides or settles down to 
a slower pace, we can safely conclude that the need 
to replenish depleted stocks for fall business was the 
principal motive. Should it keep up or even broaden 
further, the new inflationary expectations are likely 
the dominating cause. 

At this writing, markets generally display a bet- 
ter price tone than for some time past. Even among 
manufactured goods, both soft goods and durables, 
there has been some firming though trends are quite 
mixed with price cuts continuing here and there, 
particularly.in lines where business has been slow 
in making downward readjustment. But where 
downward revision was drastic, a firmer tone is 
generally prevalent. 

Though this could be temporary, there are several 
forces at work to put a floor under prices. There is 
the threat of fourth round wage increases and the 
general rigidity of the wage structure as a whole. 
Also, price cuts have cleaned up excessive inven- 
tories in many lines and price shading by marginal 
producers has generally been met by the major 
companies. Raw commodities, as mentioned before, 
have risen about 3% in the last month. Moreover, 
the sharp rise in non-ferrous metals has jolted 
buyers who were holding back and must now pay 
higher prices. Broadly speaking, high costs and 
Federal supports are bound to leave relatively little 
leeway for further price declines, and once this is 
generally realized, more normal inventory buying is 
bound to ensue. This move has already started; the 
question is: How much momentum will it gain? 

General expectation is that July will have seen, 


at least temporarily, the bottom of the business de 
cline with a subsequent levelling off or moderate 
rise in overall economic activity. There has been 
real improvement in new orders, in production, in 
price stability. Inventories in June have declined 


further by $500 million, compared with drops of & 


$1.2 billion in April and May. This seems to con- 
firm, as stated before, that inventory liquidation is 
proceeding at a slower pace because they have al- 
ready been reduced so much. Of the $500 million 
June drop, $300 million represented durable goods, 


At the same time durable goods sales have been 
rising by $300 million, largely the result of a spurt 
in automotive sales. Non-durable goods sales de- 
clined $100 million, centering on food sales, while 


textiles, leather and chemicals all reported larger § 
than normal seasonal increases. The June rise ing 


manufacturers’ sales was contra-seasonal, hence a 
favorable sign portending further improvement. 
We consider rising sales of the chemical industry 
particularly significant since chemical sales and 


plants in recent months have been turning out less AY 


but the decline in production has been levelling off 
and an at least moderate increase in the near future 
would not surprise. 


New orders also furnish an excellent clue to/ 


what’s ahead, and new orders have been picking up, 
though only modestly so far. In May, for which 
latest figures are available, new orders for non- 


durable goods have been rising about 6% though § 


TI 


nounced. Durables dropped about 5% chiefly be- | 
cause of slackening iron and steel orders, while new | 


the gain by now should have become more pro- 


orders for machinery and other durable goods im- 
proved. This more favorable trend in new orders is 
already finding reflection in productive activities; 
their future trend bears close watching as an indi- 
cation of how far the business upturn may go. 
Meanwhile inquiries, preceding new orders, are re- 
ported more active than for some time. 


Another interesting signpost has been the latest 
reversal of the long downtrend in business loans | 


which broke out of a 27-week decline by rising $16 
million in the week ended July 27. It checked a drop 
that had continued without interruption 
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since January 12 and carried total business 
loans by the banking system to a point $2.75 
billion below the high reached last December 
22. The upturn was undoubtedly due in large 
part to business borrowing to build up inven- 
tories for the fall and Christmas season, thus 





can be characterized as an overdue seasonal 





rebound since normally loans usually reach 
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their low point in May or June. This “de- 
layed” rebound attests to the suddenness of 


While small, the increase may nevertheless 
be significant if the trend continues. 


Factors Behind Business Improvement 


To summarize, back of the current busi- 
ness improvement are, in our view, three out- 
standing factors: (1) The need to replenish 
inventories which in many instances were 
reduced far below current requirements, 
preparatory to a seasonal uptrend in fall 
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business. (2) Some anticipatory buying, par- 
ticularly of steel because of fears of major 
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strikes in the steel (Please turn to page 506) 
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the current business improvement phase. | 
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The Varying Recession Impacts 


Revealed by 


Second Quarter Earnings 


By WARD GATES 


ie he increasing number of second quarter 


| earnings reports now coming to hand are beginning 
| to furnish the answer to the vital question: What 
'is the recession doing to corporate earnings? In 


some fields where readjustment hit early, the an- 
swer of course was evident before. First quarter 
reports provided a pretty good idea. But during the 
second quarter, recessive trends were spreading 
notably, embracing an ever larger area of the econ- 
omy including quite a number of durable goods in- 
dustries. Steel, bellwether of the boom, was begin- 
ning to lag, and by mid-year only the automobile 
industry was still going strong, setting new records. 

This course of development is clearly shown in 
second quarter reports. While automobile companies 
are reporting peak sales and profits, most others 
show lower figures, some drastically so. They reveal 
the effect not only of lagging sales but of declining 
prices, rising costs and, consequently, narrowing 
profit margins. They make it clear that the time 
for inventory windfalls, so prominent a feature last 
year, is definitely a thing of the past. Few have 
been making money on mark-ups this year while a 
year ago, almost everybody did. This year, some 
have taken losses instead. 

In general, corporate reports indicate that profits 
often have skidded far worse than sales, and fre- 
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quently earnings have gone down 
even on higher dollar volume. But 
lower sales have been the rule, 
with the food industry, particu- 
larly the food chains, a notable ex- 
ception. Elsewhere profits of course 
have far from evaporated; while 
lower, they are still quite good in 
most cases by any pre-boom stand- 
ard. And the drop in aggregate 
corporate profits to-date has been 
relatively moderate because de- 
creases in some industries have 
been offset by increases elsewhere. 

On a half-yearly basis, the steel 
and automobile industries had un- 
usually large profits because they 
operated at capacity much of the time and materials 
costs were moderately lower. But the recent decline 
in steel operations makes certain a substantially re- 
duced volume of profits in that industry for the 
second half of this year. Earnings in the automobile 
industry are likewise expected to recede because of 
a prospective downturn in sales, possible price re- 
ductions or both. On the other hand, heretofore 
depressed industries are likely to do better, as for 
instance certain branches of the textile industry 
where a mild revival of activity is currently under 
way. Second quarter reports, and half-yearly re- 
sults, thus are not always a reliable indicator of 
what the rest of the year will bring. 

Estimated earnings of all corporations in the first 
quarter were down about 17% from the 1948 peak 
reached in the fourth quarter. Profits in the second 
quarter this year will probably be some 25% below 
the 1948 quarterly top. Still dividends so far have 
declined only slightly ; they show every sign of rela- 
tively greater stability than earnings. 

The impact of readjustment, which must be re- 
garded as a return to more normal earnings, has 
raised the question whether earning power, widely 
believed overstated during the period of inflation, 
is now understated. There are several answers to 
this. Second quarter results in various fields can 
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hardly be regarded normal, particularly where oper- 
ations have felt the impact of a drastic, though 
temporary industrial buyers strike. Normal earning 
power which will be achieved when buying policies 
have returned to customary habits, is likely to be 
higher in such cases. On the other hand, the former 
element of overstatement inherent in inventory 
windfalls and other non-recurring earnings is now 
absent. 

But a degree of overstatement may still be found 
because depreciation allowances continue below the 
greatly increased cost of replacement of fixed assets. 
Since the decline in replacement costs from the re- 
cent peak has been negligible, it is difficult to argue 
that much of a change has occurred in that respect. 
It means thatethe element of overstatement inherent 
in this factor remains. On the other hand, whereas 
the inventory profit element has been largely elimi- 
nated, it has not been replaced by any considerable 
amount of inventory losses that might result in 
temporary understatement of earnings. So many 
corporations have adequate reserves against that 
contingency, or carry their inventories on a LIFO 
basis or otherwise below prevailing price levels, that 
the price drop in many instances has not unduly 
narrowed profit margins. 

On balance, then, the conclusion will be that a 


certain degree of overstatement in reported earn- 
ings persists because of the depreciation-replace- 
ment factor; but also that current results in many 
lines severely affected by readjustment by no means 
constitute expectable normal earning power under 
an adjusted economy. 

To illustrate the widely varying trends of sales, 
earnings. and profit margins, we have prepared a 
table containing statistical data covering the first 
and second quarters this year, and comparable 
figures for the second quarter last year. These 
figures are highly revealing, ranging from drastic 
profit shrinkage to new peaks. 

An example of the former is Pacific Mills where 
per share net in the second quarter dwindled to six 
cents compared with $2.04 in the first quarter and 
$3.08 in the June quarter last year. The severe earn- 
ings drop occurred on a decline in sales volume of 
less than 840, yet the pre-tax margin shrank from 
13.1% in the first quarter to less than one-half per- 
cent, attesting to the impact of costs on dwindling 
volume. Obviously second quarter volume of around 
$22 million constitutes pretty nearly the break-even 
volume; any further drop would mean red ink. But 
improvement is in sight. 

By way of contrast, the report of General Motors 
is a story of records, both as to production, sales 










































































































































































Quarterly Sales, Profit Margins and Earnings of Selected Companies 
Second Quarter 1949 First Quarter 1949. Second Quarter 1948 
Net Sales Pre-Tax Net Per Net Sales Pre-Tax Net Per Net Sales Pre-Tax Net Per 
($ mil.) Margin Share ($ mil.) Margin Share ($ mil.) Margin Share 
Rowe Bibel Lee A $.56 $14.6 14.3% $.65 $14.7 16.2% $.74 
Air Reduction 22.7 11.3 56 24.2 12.6 .66 23.4 11.6 61 
American Steel Foundries.......... 16.5 18.6 1.55 22.2 17.2 1.70 21.2 12.2 1.20 
Wom Gorn.) ot 29.6 n.a. 1.62 23.5 10.6 1.54 15.4 7.9 at 
Bayuk Cigars 0 SC n.d. 12 6.9 4.0 13 10.2 9.6 66 | 
Budd pene Maer 70.3 8.5 95 67.4 9.7 1.04 53.7 7.6 .60 
Certain-Teed Products ....... 10.4 17.5 64 9.2 14.9 50 13.0 21.7 1.00 | 
Container Corpe cece 26.9 9.8 1.56 28.5 LZ 1.89 31.0 10.9 2.02 | 
Continental Steel 0... 7.1 7.3 42 7.3 a3 Al 7.1 9.9 81 
Continental Baking 37.4 5.3 83 36.9 5.7 90 40.5 8.3 1.60 | 
Douglas Aircraft ........... ioe 26.3 10.2 1.62 25.9 12.2 3.34 27.5 a3 67. | 
Elgin National Watch... 6.3 10.2 50 4.5 7.5 aT 6.4 10.2 5 
General Electric 0. += 390.1 7.8 69 411.6 12.4 93 406.8 13.0 1.01 
General Foods _.... 30.2 13.4 .87 30.2 13.8 -90 32.4 14.0 1.00 
Johns-Manville 00 38.2 12.4 87 38.0 11.4 a7 39.9 12.5 1.12 
| aaa 12.3 8.7 76 14.8 13.9 1.46 16.6 16.5 1.94 
General Portland Cement........... 5.5 n.a. 1.38 4.9 37.5 1.13 4.7 35.5 1.04 
General Motors ....................._ 1,595.0 18.3 3.72 1,282.0 18.1 3.04 1,145.0 16.5 2.43 
Hercules Powder . 30.2 13.4 87 30.2 13.8 90 32.4 14.0 1.00 
Loew's, Inc. ..... oo. 43.4 3.1 .20 55.5k 9.2k 60 k 43.4 4.0 16 
aaa 16.2 4.2 4l 18.9 8.3 1.17 19.4 9.8 1.50 
Muling Oita. p P 12.3 45 7.9 15.2 61 11.4 22.3 1.28 
National Biscuit 20. 74.8 12.7 85 75.6 11.8 77 72.5 12.4 80 
National Supply 36.2 6.6 87 40.4 12.5 2.01 41.3 9.8 1.55 
National Tea ..... : 62.4 2.5 1.19 62.8 2.7 1.34 61.3 2.6 1.51 
National Cash Register. . 44.0 10.9 1.53 42.0 13.1 1.69 43.1 14.7 1.98 
S| | ar ae a 21.9 5 .06 24.0 13.1 2.04 27.2 18.7 3.08 
Penn.-Dixie Cement 4.8 25.0 1.24 3.1 16.3 59 5.1 24.0 1.47 
Ruberoid Co. ....... 13.6 15.1 2.80 8.9 9.0 1.06 15.4 15.2 3.20 
Sharp & Dohme. , Tam 19.0 | 88 10.2 21.6 1.48 7.8 14.9 Fy 4 
Shell Union O12 11.3 1.20 205.2 14.7 1.59 192.8 9.5 2.00 
Sunray Oil 14.7 20.0 36 14.4 25.0 45 15.0 33.5 69 
Texas Gulf Sulphur... ‘ 16.3 57.0 1.97 14.9 59.3 1.90 16.1 56.1 1.67 
U. S. Steel 647.0 12.5 1.45 664.9 13.9 1.67 578.4 15.1 1.01 
CEOS ENE EE 18.2 32.0 1.85 16.9 30.9 1.63 14.8 32.6 1.52 
n.a.—Not available. k—1I6 weeks. 
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Dividends on Common Stocks Listed on the N. Y. Stock Exchange — First 6 Months, 1949 
No. of Number Paying Number Number Number Estimated 
Issues Cash Dividends Paying Paying Paying Aggregate Amount of | 
Listed In First6 Months Increased Same Reduced Dividend Payments Per Cent | 
Industry (6-30-49) 1948 1949 Dividends Dividends Dividends Ist 6 Mos. 1948 Ist 6 ‘Mos. 1949 Change | 
Aircraft 24 4 9 7 2 $ 5,485,000 $14,795,000} $169.77, | 
1 24 17 16 3 6 8 31,349,000 31,081,000 - oF | 
AUtOMm Ot nn 69 58 53 23 27 10 128,942,000 183,871,000 + 42.6 | 
Bullding trade... 29 27 28 10 16 2 21,109,000 22,440,000 + 63 
Chemical 79 74 71 16 48 10 179,937,000 206,852,000 + 15.0 
Electrical Equipment ......... 20 20 18 3 13 4 39,909,000 45,323,000 + 13.6 
Farm Machinery 8 6 7 2 4 | 20,056,000 20,281,000 > Eg 
SNGRGIG) 622. ee SO 26 27 15 1 I 34,947,000 49,170,000 + 14.9 
Food Products and Beverages.. 68 65 él 9 38 18 107,781,000 96,592,000 — 10.4 | 
Leather and Leather Products... _!! 10 9 0 4 6 10,638,000 10,234,000 — 38 | 
Machinery and Metals... << NOR 92 93 28 50 18 62,663,000 66,835,000 $< "62 * 
"0 eladger are R ac 30 26 8 14 8 63,128,000 65,504,000 + 338 | 
Office Equipment... 10 9 9 2 6 l 13,851,000 14,930,000 + 82 | 
| Paper and Publishing... 35 33 31 z 20 6 32,184,000 32,201,000 + al 
Petroleum and Natural Gas... 43 40 39 16 18 7 207,767,000 236,628,000 + 13.6 | 
Railroad and R.R. Equipment.. 82 52 57 15 38 5 104,955,000 118,447,000 2g | 
LSS a 10 6 7 ! 6 0 6,085,000 6,287,000 3.3 
Ret wade .. 2k 71 65 64 13 4l a 114,054,000 124,681,000 iG 
ee Te 8 8 0 6 2 18,530,000 16,421,000 11.4 
|Shipbuilding and Operating. 1! 8 9 i 7 7,261,000 7,118,000 a ay 
Steel and Iron... ; 39 31 34 19 11 4 70,184,000 86,736,000 23.6 
Textile bcd) Sa 4\ 42 I 19 12 41,273,000 40,785,000 aoe 
| Tobacco ....... eg 15 15 4 10 | ____:34,335,000_ 38,451,000 + 12.0 _ 
Sane 64 62 21 38 6 224,546,000 243,049,000 + 82 | 
| U.S. Cos. Oper. Abroad 24 i rr 0 6 5 33,337,000 31,073,000 — 68 | 
oa... 13 3 4 7 ne Ce | 
| Other Companies . 18 \7 17 6 8 4 —s-'12.514,000 ——si,967,000 = — 4.4 
eee 1,007 842836244 474 ~—s«d'SS* —$1,667,147,000 _ $1,853,275,000 + 11.2% 
| t—Increase largely accounted for by payments of six plane manufacturers, who distributed no common dividends in first half of 1948. 
*—Payments were reduced on 118 issues and eliminated or deferred on 37 issues. 
z Source: Magazine “Exchange” published by N. Y. Stock Exchange. 








































and profits. Second quarter dollar sales reached a 
historic high of $1,595 million, substantially up 
from $1,282 million in the first quarter and $1,145 
million in the June quarter last year. Per share net 
reached an all time high of $3.72. Unit output 
totalled 791,596 cars and trucks compared to the 
previous high of 757,505 in the second quarter of 
1941. In the first 1949 quarter, output came to 560,- 
542 units. 

It is notable that the percentage increase in unit 
sales for the second quarter was larger than the 
percentage gain in dollar sales; the latter increased 
at a lesser rate because of a drop in sales of auto- 
motive replacement parts. Also, net income in the 
first six months was 10.6% of sales against an 
average of 11.5% for the 1936-41 period. This de- 
cline in the rate of profit, in the face of higher dol- 
lar sales, is believed to reflect the inflated dollar 
and a higher rate of cost increases. Second quarter 
pretax margins, however, showed a slight gain over 
the first quarter and was about 2% higher than a 
year ago. . 

The GM management correctly warns against pro- 
jecting volume and profits over a longer period 
ahead on basis of latest results. It stated that there 
were no model changes to restrict production during 
the second quarter and that sales were still riding 
the crest of a large backlog of demand. This back- 
log is expected to be met by the end of the year. 
Even prior to that, output and sales in all but the 
Chevrolet division is likely to recede somewhat in 
line with seasonal trends that have already returned 
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in medium- and high-priced lines. It would not sur- 
prise, therefore, if GM’s second quarter results 
represent a record that may stand for a long time, 
and wiil not be matched during the balance of the 
year. Apart from automobiles, GM sales of: Diesel 
engines have declined somewhat, the supply of 
household appliances substantially meets demand 
and sales of automotive replacement parts have 
tapered off from the abnormally high levels of 
earlier postwar years. By the end of the year, motor 
cars and other GM products are expected to be in 
ample supply. Thereafter, the company can produce 
only to the extent that its sales can be supported 
by current economic activity, and profits will be 
affected accordingly. 

Another industrial giant, U. S. Steel Corporation, 
chalked up records in first half operations, exceeded 
only in the boom year of 1929, but second quarter 
sales and earnings receded from first quarter figures. 
Sales declined from $664.9 million to $647 million, 
and per share net from $1.67 to $1.45. In view of 
declining steel operations, the first quarter is likely 
to stand as the postwar peak. 

Chairman Olds disclosed that orders, production 
and shipments have fallen off sharply in recent 
weeks, pointing to lower third quarter profits. Dur- 
ing the first twenty days of July, deliveries were at 
the rate of 70.38% of capacity and production in the 
July 23 week averaged 80.9% compared with the 
second quarter average of 99.8%. 

Apart from declining volume, the corporation 
faces higher coal costs, an (Please turn to page 506) 
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Behind the..... 
IRON CURTAIN ‘{ 


By V. L. HOROTH , 


Senet 







f SESS for the 


European Recovery 
Program may at times 
be resented by the 
American taxpayer, 
but the truth is that 
one year of Marshall 
Plan aid has achieved 


ey 
° «e 
oe 


— RUMANIA Gg) S all 
Black Sea 


i, & 
remarkable results in Ban ub ne Tate 
most of the recipient ees 
countries of Western BULGARI 
hort | tural 

Europe. There is little | this 
or no danger of com- ter’p: 
munism spreading westward; by making available dividual Western European economies is_ badly ing 1 
more goods, Marshall aid has helped to arrest in- needed if further progress is to be made, and the} gtijj 
flation. Above all, however, it has helped to restore success of the Marshall Plan to be assured. | Stat 
confidence in the future. The people of Western Eu- Obviously, the progress of economic recovery in} pyr 
rope are no longer living in fear of what the next Western Europe during the crucial period ahead is} are | 
day will bring. Businessmen can once more plan likely to be slowed down. Business recession in the} the 
ahead with some degree of confidence, and the United States and the adjustment to the growing} othe 
people are again beginning to save. competition in international trade will unquestion-} tg ¢ 

This great change that has taken place in Western ably create additional difficulties. At this point the} hoe 
Europe is strikingly evident when one slips across question has been raised: What are the chances of} char 
the “Iron Curtain” going westward from the so- the communist Eastern Europe overtaking, in the} pice 
called Soviet satellite countries. The contrast is way of reconstruction and recovery, non-communist 
nowhere greater than when one crosses from bleak Western Europe? This is an important question. The 
and shabby Soviet-dominated Eastern Germany into considerable advantage which Western Europe has 
Bizone Germany which is humming with activity. maintained in the way of recovery over Eastern E 
One gets a similar impression when crossing from Europe has been one of the most powerful weapons} Ryn 
Czechoslovakia, now a dispirited country with a_ in combatting communist propaganda and pressure. get 
rapidly declining standard of living into Austria, Any falling behind on the part of Western Europe} ite 
now a busy country and quite hopeful of an even- would strengthen the communist fifth column in} pwn 
tual solution of her economic problems. Only two France and Italy, and concurrently weaken what-} ¢ap; 
years ago, the situation was reversed. Czechoslova- ever opposition there is left to the present regimes | trig 
kia was then rapidly recovering, while Austria was_ in the East. | izati 
in the midst of inflation and deeply worried about | Wes 
unemployment. Slowly Expanding Industrial Production obst 

The job of putting Western Europe back on her thin 
feet is, of course, far from finished. The task ahead What progress in the way of recovery have the} fo» 
is particularly difficult because it calls for stopping Eastern European satellite countries made during} pwy 
the disintegration of the Western European econ- the past year? There are only six countries now} aya: 
omy, resulting from some countries, such as France, organized in the so-called “Council for Mutual Eco-} ang 
Italy, and Belgium, moving toward greater economic nomic Assistance,” popularly known as “the Molo- beer 
freedom and freer trade, while a number of other tov Plan.” These are Poland, Czechoslovakia, Ru-| tant 
countries, such as Great Britain, Sweden, and the mania, Hungary, Bulgaria, and Albania, and their} ang 
Netherlands, are moving toward autarchy and more population is just under 70 million. Finland, which} pee. 
and more extensive planned economy. The time has has successfully opposed Russian interference in its} poy. 
come for the establishment of more realistic ex- affairs, pursues non-communist though socialist eco- | som 
change rates, and for shedding the shackles of bi- nomic policies. It also trades heavily with Russia} mor 
lateral trading. In brief, a greater harmonizing of and the satellites. ball 
recovery efforts, and a closer integration of the in- Another “independent” Eastern European coun-} (7, 
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try is Yugoslavia which achieved the 





















































‘distinction of being the first “commu- The Satellite Countries: _ Value of ne ei Production 
| nist heretic” country. Her economic une Beam ———- 

Se : : illions of dollars in 1938 prices) Commodity 
& policies—unlike those of Finland—are Agriculture Industry Total Output | 

communistic, perhaps even more so Comeuiiitiin pentane? 
than those of her “orthodox” neighbors. 1934. 1948. 
Yugoslavia remains economically iso- 1938 1949 1938 1948 1938 1948 —_‘:1938 1948 
lated from the West, and at the same fj Crechoslovakia 466 373 875 892 1500 1,415 103 115 
time her trade with the Soviet Union [||Hungary 305 ~—-259 241-243 580 540 63 59 
and the satellites has been drastically Poland 1 164 B15 711946 2,145 2,086 62 87 
slashed during the past year. As a re- Bulgaria... “19! 19F 65 m7 266 313 43 44 
sult, Yugoslavia’s somewhat over-ambi- Rumania ............... 444 465 234 190 758715 3845 
tious Five Year industrialization plan |Finland 126 10! 137 196 396 © 442,—s—«*1008-—sH10 
has been disrupted. Comparisons: 

But the satellites have also suffered Great Britain ...... 732 842 6,696 8,102 8,688 10,024 182 200 
from the quarrel between the Comin- France 1,995 1,662 3,155 3,407 5,680 5,799 136 139 
form and Marshall Tito. Poland and fiitaly 1,100 990 1,798 1,564 3,085 2,679 71 58 
Czechoslovakia are in need of copper Sweden 258 271 771 ‘1,102 1,281 1,637 203 237 
and lead which they customarily get United States 5,580 7,980 21,500 36,550 29,030 47,740 225 331 
from Yugoslavia. It is said that the || * Actual dollars. 
basic reason for the Cominform-Tito || SOURCE: ; ag 
split is the attitude toward agriculture. ie eee a Europe « 

be conomic Survey of Europe in 1948 
The Cominform apparently stood for 




















the eventual nationalization of land, 
while Marshall Tito has so far preferred—in order 
not to antagonize the peasants—a policy of encour- 
aging cooperative rather than collective farming. 
On basis of available statistical information, the 
satellite countries have been doing fine. Industrial 
production is back at the prewar level, and agricul- 
tural production will probably be back to normal 
this year except for livestock. But the data need in- 
terpretation. As will be seen from the accompany- 
ing tables, the commodity output per capita remains 
still only about one-sixth as high as in the United 
States, and about one-fourth as high as in Western 
Europe. Moreover, relatively fewer consumer goods 
are being produced than before the war because of 
the concentration on output of capital goods. In 
other words, while Eastern Europeans may be able 
to eat a little better, their needs of clothing and 
shoes will be barely met and there is, of course, no 
chance that the present generation will enjoy any 
niceties of life. 


Must Depend On Their Own Resources 


Except for some help from Russia—Hungary and 
Rumania, for example, have been getting or are to 
get some textile machinery from there—the satel- 
lite countries must depend almost solely on their 
own resources for the expansion of their industrial 
capacity. Larger imports of machinery and indus- 
trial equipment could, of course, speed up industrial- 


' ization, but the shortage of dollars and of other 


Western European currencies has been a serious 
obstacle. With hardly any credits available, every- 
thing that Eastern Europe imports must be paid 
for with “cash on the barrel”—the proceeds of their 
own exports. And often even the fact that cash is 
available does not help, because much of American 
and Western European industrial equipment has 
been unavailable to the satellites because of its po- 
tential military value. A number of Czech, Polish 
and Hungarian plants are either unfinished or idle 
because the equipment ordered here has been tem- 
porarily withheld. With the “cold war” tension 
somewhat abating, apparently some delayed equip- 
ment—mining and food processing machinery, and 
ball bearings — has recently been released to 
Czechoslovakia. 
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There is a possibility, of course, that when Ger- 
many’s industrial plants are back in full production, 
more machinery for Eastern Europe will be avail- 
able from Germany. Most of the industrial equip- 
ment in the East is of German origin anyhow, and 
the Germans are again looking to the countries of 
the Danubian Basin as their natural market. But the 
problem of payment will remain. It has been sug- 
gested that the satellite countries may solve it by 
concentrating on dairying and livestock production, 
since the cash return would be larger than from 
field crops. 

At any rate, if the West is not too anxious to sell 
to the satellite states the needed equipment and 
machinery, it may delay their industrialization to 
fit its own plans. 

While the West has its troubles in agreeing on 
common economic policies, the East has a long range 
problem in training a skilled labor force and in 
developing competent (Please turn to page 504) 



































Planning in Eastern Europe 
Tractors Fertilizer 
Arable Kilos 
Total Land (La) (000) per 
Number _ per Tractor Tons Hectar 
POLAND (1950-1955 Plan) 
OP4G ct ee ee 3,000 142 8.6 
4g, FAO 1,150 179 10.8 
1955 (pl). ~ 76,500 220 552 33.5 
CZECHOSLOVAKIA (1949-1953 Plan) 
6066S eee 460 132 24.3 
O96r 2 Oe 340 129 23.8 
1953 (pl)... 45,000 120 156 28.7 
HUNGARY (1950-1954 Plan) 
| Seen | a 490 I Pr 
1954 (pl)... 21,000 280 90 15.5 
RUMANIA 
LC eer | 0 850 _- _ 
1949 (pl). «s12,500 740 a o 
YUGOSLAVIA 
$946 foi 5 7 ORD 1,800 7 4 
So) Sa 4,500 1,710 63 8.2 
BULGARIA (1949-1953 Plan) 
a 4,600 920 ~~ — 
ee eer 5,000 850 _ — 
— 10,000 430 i ea 
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E NO MAJOR ANTI-MONOPOLY BILLS Ext 





By E. K. T. 


CARTOONISTS have had a field day picturing long- 
suffering consumers bitingly asking indolent clerks, 
“Don’t you know the war is over?” but, perhaps, it 
wasn’t so funny after all. Congress doesn’t know 





WASHINGTON SEES: 

“Watchdog committees” are losing their popu- 
larity with congress. Capitol Hill, which broke out in 
a rash of these groups a few years ago, tends now 
to abandon them, ignore them, or openly quarrel 
with their findings. The idea of continuing studies 
by agencies outside the halls of congress is frowned 
upon largely because they have a tendency to 
usurp legislative prerogatives by gaining the public 
ear and have been found to shape voter sentiment 
along lines which make it difficult for the lawmakers 
to support contrary opinions when bills are up for 
action. 

The Committee on the Economic Report is the 
classic example of a “watchdog” that has gone far 
beyond recording the facts of economic life and is 
trying to shape them. Even though it has but three 
members, there is a constant wrangle as to what its 
role is; the majority usually comes up with data and 
argument to sustain White House proposals while 
the one-man minority contends legislation is be- 
yond its role. 

The Joint Committee on Foreign Economic Co- 
operation has just narrowly missed extinction. The 
house eliminated funds for its continuation, and the 
senate restored only a fractional part of the budget 
in a bi-partisan attack which found Senators Lucas 
and Vandenburg joining hands. This “watchdog” 
simply duplicates an existing fact-finding agency, 
eventually will go. 

Most publicized of them all was the ‘watchdog 
committee” on labor legislation which held hear- 
ings, submitted voluminous reports on labor-man- 
agement relations under the Taft-Hartley. Neither it 
nor its findings received mention when the law was 
up for revision this year. 
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whether the war is on or off. And important matters 
hinge on the answer. If the war is over, congress- 
men are wasting time in Washington for the Re- 
organization Act ended the session June 30; more 
important, any action taken after that date is void- 
able. (In time of war the session may continue in- 
terminably.) Speaker Rayburn thinks the Supreme 
Court eventually must answer the question. 
COMPETITION with private business is contemplated 
in the Gillette Bill which would create a Federal 
Alcohol Corporation to produce motor fuels and 
anti-knock compounds from surplus farm products. 
Operation of three plants in Iowa, Misouri and 
Nebraska is proposed. Surplus farm products would 
be purchased from the Commodity Credit Corpora- 
tion and processed. Spoiled, off-grade, or deterio- 
rated agricultural and forest products could be used 
and, Gillette says, 100,000,000 gallons of industrial 
alcohol could be made annually and “sold in com- 
petition with present producers.” 
ANTI-MONOPOLY activity in legislative circles is on 
the increase but safe prediction still is that no major 
bills will make their appearance this year. A house 
commitee has reported favorably the anti-merger 
bill which strengthens present statutes by forbid- 
ding corporations to acquire assets of competing 
companies when the result would be to lessen com- 
petition. The law now provides penalties against 
stock acquisition under those conditions, doesn’t 
affect commodities standing alone. Similar bills 
have had committee approval before — twice — but 
never reached the calendar. 

RETURN of the ECA appropriation bill to committee 
as a result of argument over the McClellan Amend- 
ment, which would earmark much of the money for 
specific commodities (whether beneficiary countries 
want them or not), cannot be taken to mean that the 
amendement has gained support. The recommittal 
came on a technical point of order. But the shape 
of the legislation may undergo changes as a result. 
There is growing sentiment, especially in the senate, 
for sharp cuts in the amount, so much, in fact, that 
there may be additional hearings on that point. 
Farm groups, in whose interest McClellan acted, 
will demand a deep cut in the appropriation if it is 
not to be used to clear the market of surpluses. 
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Relief over the apparently assured demise of 
the "52-20 Clubs" (groups of war veterans drawing weekly 
payments of $20 for 50 weeks of unemployment), is dimmed 
by the spectre of a new general bonus bill. Rep. John Rankin 
who's using his prerogative as veterans committee chairman 
to bottle up a measure reviving the weekly payment plan, 
has let it slip out that he's planning another of the 
adjusted service payment proposals -- a bill similar to 
the one which precipitated the "bonus march" on Washington 
almost two decades ago. 
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The formula, rather than the cash payment, 
bothers Rankin. The system which expired July 25, subject | 
to revival by congress, is "rocking chair money," he says. 

But his adjusted compensation plan, he rationalizes, is 
just what the name implies; he would "adjust" the pay 

















received by servicemen during the war to the extent of 
$3 a day for each day in uniform, and $4 a day for overseas 


















































































































































A it of $5,000 would be set in each case, and estimates of the cost range | 
all the way to 60 billion dollars. 
ers [ The fantastic cost comes home more readily when it is kept in mind that the | 
SS- | house already has approved a Rankin general pension measure which would cost 65 billion | 
Re- dollars. And the congressman, if he plans the bonus as a substitute for the other 
id. bill, hasn't said so. Senatorial comment indicates the bonus will be blocked there, | 
in- if it gets that far. In fact, the general pension measure has had a cool reception, 
me with no present signs that it will even come up for debate and vote. 
ted Commerce Department has completed the task of collating material gathered 
ral in its recent Census of Manufactures, covering 91 industries. It isn't up-to-date 
ind material. The data covers the 1947 calendar year, but that is considered to be the 
= first full year of peacetime operations following the abrupt post-war industrial 
uld mobiilzation, a fact which lends the report some significance as showing the way the 
Ya- Studied lines of business weathered the change. 
~ Identity of individual firms is protected by secrecy, and aggregates show 
‘ial up in the figures. The pamphlets, which are available to businessmen in a set of 19, 
m- or individually, trace the historical record of employment, salaries and wages, and 
sins shipments; the 1947 geographical distribution; size and distribution of establish- 
jor ments, projuction and shipments of individual commodities and classes of products 
use in the lasé pre-war year, 1939, and in 1947. 
‘ad. Basing point legislation is up in the air again. Leader of the opposition 
ing to legislation which would offset a Supreme Court decision by making basing and zone 
m- price lawful, Rep. Wright Patman, is urging the senate to return its bill to committee, 
om permit small businessmen to present evidence in opposition. Mood of the senate seems 
ills to be to pass the law with litle debate, send it to conference (the house already has 
ut passed a somewhat similar Act, the major difference being that the house bill would 
permit freight absorption only in those cases where the effect would not be to destroy 
~ or damage competition or tend to create a monopoly). 
for The federal aid to education bill, having become embroiled in a religious 
op war, stands less chance of passage today than ever before. The senate would permit 
tal use of federal funds to transport and provide books for all pupils, whether in public 
ipe or private schools; the Barden Bill, the house version, would deny use of any 
q appropriated money for other than public schools. 
vat Barden insists there is no religious bias involved and points to the 
nt. "separation of church and state" principle. Cardinal Francis Spellman, No. 1 spokesman 
os for United States catholics, labeled the bill anti-catholic and his words and following 
os. seem to have impressed a sufficient number of legislators to kill the house bill, 
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permitting the senate version to die on the vine, since compromise would seem 
impossible. 




















Agriculture Secretary's proposals in force, has killed it off for this year. Fatal 
objection was the basic notion of placing a high support price on storable com- 
modities, thereby encouraging overproduction with the costs and consequences incal- 
culable. Secretary Brannan wanted higher prices for farmers and lower prices for 
consumers (an accomplishment, one congressman commented, about on a par with discovery 
of perpetual motion.) Brannan has an easy solution: The government simply would pay 


the difference between the farm price plus handling, and the retail price. 

















For the guidance of its membership, the CIO isues a weekly chart on legisla- 
tion, and a practical thing it is. Major policy bills of interest to the union are 
listed as: Bill. What it Does. Where it Is.What to Do. The Taft-Hartley Bill, 
naturally, takes top position. Under "What to Do," is the plain implication of sur- 
render with a suggestion that is not at all subtle: "Give PAC $1. Get ready for 1950 
elections." Once a lengthy listing, it has been thinned out to concentrate efforts 
on wage-hour laws, social security extension, FEPC, anti-poll tax, aid to education, 
ECA funds, "52-20 Club" extension. 





























No attempt will be made this year to advance the omnibus anti-depression 
measure which 18 senators and five representatives (all carrying the "liberal" tag) 
have put forth as the cure-all to unemployment and national economic ills. The 
project is not an Administration measure, yet it is largely a rewrite of Presidential 
messages to congress. Some republicans, but not many, have acepted co-sponsorship, 
but the backers know things must worsen greatly before the contemplated widespread 
deficit spending could win approval. 
































Apart from the omnibus measure is a bill to appropriate 100 million dollars 
for planning. It stands an excellent chance of passage; already has been indorsed by 
committees on both sides of the Capitol, but not docketed. With this amount of money, 
detailed plans could be prepared for public works aggregating 3 billion dollars. 
Should a real crisis develop, the plans can be dusted off, construction money pro- 
vided and delays would be avoided. This time, congress will reverse the procedure of 
the past: government agencies will be required to submit specific programs before any 
money is appropriated. Heretofore, the funds were made available first, then agencies 
fought over precedence for their projects. 






































Not a single brick will be laid with the first appropriation to carry out 
the new low-cost housing, slum-clearance program. President Truman has asked 
congress to set aside $33,650,000 to get action started. And this is the start that 
will be made: 9.5 million dolars will be spent by the Census Bureau to conduct a 
housing census along with the 1950 population count; 4,000 new employees will be 
placed on the payroll in the Housing and Home Finance Agency. 





























The votes seem present, but the disposition absent, to pass a series of 
bills reducing or eliminating excise taxes,many of them of wartime origin and no 
longer defensible on their original basis. The White House wants the levies to remain 
but it is notable that many of the 144 excise tax repeal bills pending in the house are 
sponsored by members of the President's party. Ihe senate has 36 bills to the same 
end in its files. 























dential recommendation that excise tax on freight shipments be wiped out, there has 
been nothing more substantial than bill writing...and talk. Support is growing for 

















tions. It has been reckoned that such a law would bring in an amount matching that 
which now is received from the excises and would remove the President's objection 
that the present levies must remain until a new source is discovered. 
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How Strong Are 
CORPORATE 


FINANCES? 


By FREDERICK K. DODGE 


One favorable aspect of the current recession 
is that on the whole it has done little to impair indus- 
try’s working capital position. Rather in many cases, 
it has made for greater strength and liquidity, and 
this is important since frequently in the past, trouble 
in the economic field stemmed from, or was intensi- 
fied by, lack of adequate working capital. A corpora- 
tion may have up-to-date plants and an 





capital position. 

Thus we find that after 
slipping somewhat in the 
last quarter of 1948, the 
net working capital of 
corporations has again 
been rising, reaching a 
new peak at the end of 
the first quarter of $65.8 
billion, up one billion dol- 
lars from the year-end, 
according to the quar- 
terly analysis of the Se- 
curities and Exchange 
Commission. During the 
final quarter of last year, 
it had declined from 
$65.4 billion to $64.8 
billion. 

The latest rise is due to 
two factors: (1) A $2.7 
drop in current liabilities 
(mainly notes and ac- 
counts payable) was only 
partly offset by a $1.7 bil- 
lion drop in current as- 
sets (mainly notes and 
accounts receivable). (2) 
it is estimated that cor- 
porations invested some 
$3.9 billion in plant and 
equipment during the 
first quarter. To finance 
this expansion, they se- 
cured $1.2 billion from 
external sources—$1 bil- 
lion from long-term bor- 
rowings and $200 million 
from the sale of new stock 
issues. Internal sources, 
that is depreciation ac- 
cruals and retained earnings, provided the balance 
of funds needed for expansion. 

This explains why cash assets declined during the 
first quarter. Cash in hand and in banks dropped to 
$23.4 billion from $24 billion though holdings of U. S. 
Government securities advanced slightly, to $14 bil- 
lion from $13.9 billion. To the extent that cash 





efficient working force, but if it lacks funds 





to carry on between the time materials are 
bought for processing and turned into cash 
at the other end of the line, it must halt or 
reduce operations. 

There are few if any cases where busi- 


nesses have been thus affected in recent . : = | 
h onh in bank 23.5 23.9 24.2 24. 4| 
months. Most of them have entered the re-_ || So%" on hand and in banks 3 2 24.0 23.4 


Current Assets and Liabilities of U. S. Corporations 


CURRENT ASSETS 31 30 30 31 31 | 


(Billions of dollars) 


1948 1949 | 
Mar. June Sept. Dec. Mar. 








cession stronger financially than ever be- 
fore, and well able to withstand its stresses 
and strains. Though sales are lower and 
earnings slimmer, financial liquidity on the 
whole has not suffered; frequently it has 
improved in the wake of inventory liquida- 
tion, cautious buying policies and a desire 
to pay off debt. True, there have also been 
inventory losses. When prices are under 
pressure, these are unavoidable; but gen- 
erally, reserves previously set up against 
such contingencies were sufficient to cover 
losses without impairment of the working 


AUGUST 13, 1949 








U.S. Government securities 13.7. 13.00 13.4 13.9 14.0) 


Receivables from U. S. Government 


Other notes and accounts receivable 269 368 39.3 38.7 37.5} 
Inventories 45.7 463 48.2 48.5 48.5) 
Other current assets 1.5 1.6 1.7 1.6 1.6} 
Total Current Assets 121.4 121.7 126.8 126.7 125.0 
CURRENT LIABILITIES | 
Advances and prepayments, U. S. Government 
Other notes and accounts payable 34.3 34.1 364 37.1 34.6! 
Federal income tax liabilities 10.7 10.9 F883 U8.6 09.2] 
Other current liabiilties ‘7 6126. 6S I 13.4 | 
Total Current Liabilities 58.7 57.8 61.4 61.9 59.2| 
NET WORKING CAPITAL 62.7 63.9 65.4 64.8 





65.8 | 
| 
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dropped, liquidity was slightly impaired, all the more 
since inventories held steady at $48.5 billion. In the 
overall picture, inventory liquidation evidently had 
not yet become a strong factor by the end of the first 
quarter, but on the other hand, it was the first time 
that there was no increase in inventories. Subsequent 
data will doubtless reflect intensified liquidation of 
business stocks which has been going on since. 
Besides the features mentioned, there have been 
few notable shifts in the components of working 
capital. We find total currents assets at the end of 
the March quarter at $125 billion, down $1.7 billion 
from the year-end; and total current liabilities at 
$59.2 billion, down $2.7 billion. Thus the current 
ratio, the relationship between current assets and 
current liabilities, widened to 2.11 from 2.05 at the 
end of 1948. The working capital position, in other 
words, has improved, and though cash holdings de- 
clined, liquidity has not much suffered since current 
liabilities also dropped. The ratio of cash and govern- 


ment securities to current liabilities remained virtu- 
ally unchanged at 84%, ahighly satisfactory coverage, 

The overall picture thus remains one of exceptional 
financial strength. It confirms the findings of a recent 
survey by the National Industrial Conference Board 
to the effect that an adequate supply of working capi- 
tal for 1949 and into 1950 is reported by all but a 
very few of the manufacturing companies canvassed; 
that if there is any dearth of capital, it relates to 
equity capital rather than working capital, a circum- 
stance that has forced many organizations to rely 
more heavily on retained earnings than otherwise 
would be the case, particularly since at this time there 
is a general antipathy toward borrowing. Today’s 
sources of working capital are largely confined to 


retained earnings, depreciation reserves, proceeds of | 


inventory liquidation, lower accounts receivable, and 
perhaps tax refund claims in some cases. Few are 


inclined to rely on borrowing to carry them over sea- | 


sonal humps of working (Please turn to page 500) 



































Statistical Summary of Recent Shifts in Corporate Working Capital 
Marketable Net Net Working Current Long Term Total 
Cash Securities Receivables Inventories Property Capital Ratio Debt Capital Assets 
$ Million $ Million——__—_— 
Alpha Portland Cement 
>) > eee $2.2 $3.1 $1.5 $2.6 $12.1 $9.1 rr $15.4 $24.1 
ME Sy Ns nckcoss os 05<cpeeesobubonnsveanenonnenss 2.0 4.0 1.5 2.5 11.4 8.2 lle PCC 15.4 22.7 
American Car & Foundry 
oon 5 ocv5ssucsnesnpescrsarmeusenssees 12.6 1.2 30.7 59.4 62.6 46.7 1.8 $9.4b 58.9 189.9 
ER iericceny sends: <eemivcas¥séanosGasebosnnens 7.6 2.8 15.9 67.4 2 49.5 2.1 10.1 b 58.9 174.8 
Armour & Co. 
NS EE, onsyectcnoeynoisbcabsapinsphoveneasessess 34.4 2... 71.2 183.1 122.8 148.2 2.1 148.5 70.3 482.1 
IP CUMIN sc bSscclsocpscehistchvsonboxicecascxvaesoe a oe 55.8 176.4 109.0 122.1 1.9 98.6 70.3 432.3 
Atlas Powder 
ONO, Se pe aes 3.9 3.0 4.4 5.6 11.7 13.6 5.1 2.8 16.6 33.3 
ND IIE sss oxoescsscscssesvasbsssinconenvaseeecs 2.8 1.3 5.1 7.4 11.8 13.2 4.9 3.0 14.6 33.2 
Black & Decker 
IN 5 5c osc nsnsnbowenbesaseasovepenceessecs 1.2 3.4 3.0 7.9 2.9 11.7 3.9 3.0 1.9 19.5 
I vos 5s sSnninencspssowssergensecsieensvepsoase 1.2 9 3.3 5.6 2.4 7.8 . a 1.9 14.3 
Container Corp. 
I II, 5 coo cat ie uisinestencesspuonensesbacsesabs 7.6 6.8 5.2 7.2 34.8 20.5 29.7 66.0 
BD iy I ose vnnsecoveocnesccessavensnnccsorsencscs 13.7 1 6.1 9.0 30.8 20.5 es 29.8 64.1 
Continental Baking 
June 25, 1949. a, ae oe 1.7 7.7 38.2 11.4 3.1 14.8 25.4 56.1 
NM IIE cacetecccoscosccrsscabesnosnesecesseesens Se ee 1.8 9.5 33.9 10.8 2.3 14.9 24.2 59.4 
Continental Steel 
NN IND ci cine cv csncheseobeunssnssbesanesesinsvas 2.3 1.4 1.1 4.9 6.3 7.6 ene 7.0 18.1 
Is bsnccscchcnsclusactovusecteossesesteixse 2.2 2.2 4.2 5.4 6.6 eee aes 7.0 17.8 
Crown Zellerbach 
Apprll BO, BDSD..........0.cc.rcccccccccccosccecsoccsesese 9.3 3.2 16.7 35.2 84.6 52.9 5.6 20.0 51.8 167.3 
FREE By BOG. nn ccecesersccoscncscecctevccnscesesssenes 8.2 1.0 15.3 34.9 79.9 45.4 4.2 20.1 57.6 155.7 
Douglas Aircraft 
bal Ss eee 11.1 21.5 7.9 26. 16.4 58.7 4.0 3.7 30.0 97.9 
NE SEE MD caphenacchincacnonevesonpnephecissesseoses a Yee 7.4 28.8 17.3 58.3 6.2 4.4 30.0 88.8 
Devoe & Raynolds 
UG IN yc ssbiss sscaisssscsensantevezonsssvceevese 3.0 of 4.3 8.1 5.9 11.5 3.8 3.0 7.9 22.2 
OE i cvecktcccccesnssichcccnssecnacessoscsesss 2.9 of 5.0 9.8 4.9 12.3 3.3 3.2 8.0 23.4 
Endicott-Johnson 
eer BO asses 10.0 45.8 16.7 39.1 all PE 27.5 81.7 
Ee Ios paionc nates scchenshesh ospovconsangegaeis a 13.3 42.6 13.5 43 See 27.5 77.3 
Florence Stove 
RE I cis sinanccuccncussvurshpedoensbucenkra snk er 1.3 6.0 4.6 5.2 SS Scr Fee 3.7 13.8 
EY RII Gb ssi is cpds neater tedessacrenackveennee |) ee 2.4 5.0 4a 5.2 re 3.7 14.1 
Hercules Powder 
Pe i ax vincvsitoneressceesavenceceatcersesssnbes 12.7 10.1 9.2 16.7 37.8 36.0 aoe 25.0 87.2 
EE ee ee 1 | ros 9.7 17.9 34.9 33 ne 25.0 85.4 
International Shoe 
ac nidecnt sins sovnbeaeniackeibedponss 3.6 2 26.4 54.7 20.8 65.6 eno 51.0 111.2 
EEN RIES, singed scasicssssionshsssecicronsesonsenve 4.3 2 32.2 45.9 20.9 64.2 OCC téeane 51.0 109.2 
Monsanto Chemical 
I cocks pcs sosuvchspnsancscnshectavkeaaen 16.0 4.7 16.3 33.9 101.4 54.1 4.2 30.5 54.4 179.5 
NEB sp kesh séalcbisbusnnsWvebinsonssscrssanees 12.9 10.2 17.7 29.8 96.8 46.0 2.9 30.5 54.5 255.0 
Pennsylvania-Dixie Cement 
oe. Te 3.2 4 1.4 4.4 7.5 6.9 3.9 1.7 4.2 17.4 
SN IE NER isscontscashsarsaucebenedeassnosasaenens a 1.6 3.3 5.8 5.7 3.8 2.1 3.7 13.9 
Wesson Oil & Snowdrift 
iis cnccnckschnsnetesastbeunohocemniieanhes OS —— a 12.6 30.0 27.0 38.5 a 20.1 84.1 
Ny PR oak sesicessccsesoceosssssgiseraseseesevs 14.4 3.0 13.4 28.1 23.1 3.8 ae & Seen 19.8 87.6 
Clark Equipment 
i Seon crs care cosbeesphaspcoaneunantite 7.3 3.0 3.5 10.7 9.2 18.8 4.3 6.0 12.7 35.8 
PE III ss 5s:<ccubneceessnseurcevaxesesccrepeeiee re 5.0 12.0 6.6 15.1 3.0 1.6 11.7 29.1 
U. S. Hoffman Machinery 
NN I  s.chsccscvehesvensncesininosiccocserseos | ae ee 8.6 6.5 3.3 11.1 3.2 3.8 4.1 20.0 
ils tisincsisinecnimabenenaccnnaninke a 10.5 6.8 3.7 11.2 2.4 4.1 4.2 23.5 
a—Includes marketable securities. b—Of subsidiaries. 
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ithe we cross the half-year mark, we find general 


: economic activity heading further downward with 


relatively few strong spots remaining in the business 
picture. In the months past, readjustment has pro- 
gressed a good deal with considerable acceleration in 


* recent weeks, but the process obviously is far from 
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Prospects and Ratings for Building Shares, Motors, Motor | 
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completed. Naturally, what will happen during the 
second half of the year is therefore a matter of con- 
siderable conjecture and concern. 

Some anticipate a further and protracted slump of 
sizeable proportions. Others feel that the bottom of 
the recession is coming into sight, that the business 
slide may come to a halt by year-end and reverse itself 
early in 1950. At this juncture, however, it would 
seem hazardous to attempt to set up any sort of a time 
table. We are still in the midst of transition and while 
there are a number of encouraging signs that for 
some industries the worst may be over, most tradi- 
tional signposts continue to point downhill with vary- 
ing force. Though in view of many cushioning factors 
there is good reason to believe that recession will 
hardly degenerate into depression, the most critical 
period is likely still ahead, with the prospect that 
things may get worse before they begin to improve. 

For business as well as the investor, the months 
ahead thus may bring further and serious tests. To 
assist our readers in arriving at sound investment 
decisions under changing conditions, The Magazine 
of Wall Street presents its 1949 Mid-Year Re-Ap- 
praisal Series with particular emphasis on the read- 
justment progress and outlook for leading industries, 
and the companies in these industries ; the impact on 
them of price deflation and shrinking volume, what it 
will mean to profits and dividends, and potential 
future market action of their securities. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks—the 
last column in the tables preceding our comments— 
is as follows: A+, Top Quality; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus: 

1 — Upward; 2 — Steady; 3 — Downward. For ex- 
ample, Al denotes a stock of high grade investment 
quality with an upward earnings trend. 

Stocks marked with a W in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases should of course 
be timed with the trend and investment advice pre- 
sented in the A. T. Miller market analysis in every 
issue of this publication. 
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TV] cwithstanding record volume of construc- 
tion since the war, demand for shelter — one of 
three basic human wants — remains extremely 
urgent. This fact is readily demonstrated by con- 
tinued large volume of residential building in the 
face of high costs. Although prices of new houses 
have been lowered, the average in most areas still 
is well above pre-war figures. Need for schools, 
hospitals and other public buildings is growing 
rather than diminishing. On an overall basis, there- 
fore, it seems fair to appraise the outlook for build- 
ing supply industry as promising. 

As in many other industries, however, buyers are 
becoming increasingly discriminating. Hence it 
should not be assumed that, because demand still 
is far from satisfied, producers of building materials 
can look for the measure of prosperity that charac- 
terized operations in 1947 and 1948. Normal com- 
petitive conditions rapidly are being restored. This 
means that extraordinary profit margins that had 
prevailed in many lines — notably lumber and 
plumbing materials — no longer are available. 
Marginal, high-cost producers are dropping out as 
consumers turn to recognized sources for supplies. 

In appraising potentials under today’s conditions, 
therefore, it is important to take into consideration 
not only the prospect for a reasonably high level of 
activity but also the ability of manufacturers to 
operate profitably under keenly competitive condi- 
tions that seem likely to prevail now that consumers 
no longer need to scramble for supplies. Allowance 
must be made for possibility of declining national 
income that may necessitate deferment of home pur- 
chasing even though need for housing still should be 
urgent. Precedent suggests that residential construc- 
tion tends to slacken while unemployment is rising, 
and economic developments point to the likelihood 
of more curtailment in industrial production for 
some time. 

Construction contracts, housing starts and sales 
of building supplies have held up better this year 


478 


Another Look At 


The BUILDING Shares 


By J. C. CLIFFORD 


than had been anticipated six to nine months ago. 
Outlays for public works, which had been expected 
to expand as costs began to recede, have exceeded 
earlier forecasts with the result that total new con- 
struction in the first six months this year registered 
an indicated 4 per cent increase over the first half 
of 1948 despite the fact that residential building 
lagged slightly. 

This trend toward emphasis on public works and 
public housing projects is expected to continue, and 
allowance should be made for this factor in apprais- 
ing prospects of individual suppliers of materials. 
That is to say, demand for cement, bricks, mass pro- 
duced plumbing and similar materials used exten- 
sively in apartment construction and in public in- 
stitutions should remain in relatively better demand 
than products made chiefly for small residences. In 
this connection, it is interesting to note that lumber 
again has become abundant and that scores if not 
hundreds of small, marginal lumber mills have shut 
down. Earnings and dividend prospects of repre- 
sentative companies supplying materials have been 
appraised in the accompanying tabulation on basis 
of currently prevailing conditions as outlined here. 


Effects of Housing Legislation 

ree 
Possible effects of recent housing legislation must 
be considered in connection with the outlook for 
building. Will the Housing Act of 1949 providing 
for expenditure of more than $300 million annually 
to aid in construction of 810,000 publicly financed 
dwelling units in the next six years stimulate or 
retard private residential construction? Although 
it is generally agreed that this project would be too 
small to prevent a considerable drop in building if 
economic conditions should deteriorate rapidly and 
scarcely could bring about boom conditions in any 
event, nevertheless there is a conflict of opinion over 
possible beneficial effects on the building industry. 
From a near-term viewpoint it would appear rea- 
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Position of Leading Building Material Stocks 








Net Sales 
($ mil.) Margin Share 


1948—__—_ 


Net 


—Interim Reports 1949— 
NetPer NetSales Net Net Per 
($ mil.) Margin Share 


Est. 
1949 
Net 


Recent 
Price 


Div. 
1948 


Div. 


Invest- 


ment 


Yield Rating 


COMMENTS 





Alpha Portland Cement $19.3 


14.2% $4.66 


$21.1c 15.9% $5.68c¢ 


$6.00 


$29 


$2.00 


6.9%, 


Cl 


With demand being well maintained 
and little indication of price conces- 
sions, earnings should continue favor- 
able and support $2 dividend. 





American Rad. & S. S... 236.1 


2.57 SFlk 67 . «5k 


2.25 


12 





Bruce, E. L. . 23.9 


8.3 


7.47 18.2s 6.7 4.55s 


5.00 





Celotex . 54.2 


12.5 


7.21 17.61 2.9 All 


1/5 — 


Reduced volume and narrower mar- 
gins point to moderately lower earn- 
ings this year, but ample coverage for 
regular dividend appears assured. 





‘ie 


Keener competition in hardwood lum- 
ber and slackening demand for this 
flooring expected to have adverse ef- 
fect on profits possibly imperiling 
dividend. 





B3 


Sales well maintained by high rate of 
maintenance work, but pressure grow- 
ing for price cuts. Recent dividend cut 
reflects lower earnings trend. 





Certain-teed Products. 51.5 


12.8 


4.01 19.6 k 9.7 1.14k 


1.30 


C3 


Prospect of lower volume and nar- 
rower margins points to reduced earn- 
ings and more conservative dividend 
policy. Competition growing in roof- 
ing materials. 





Crane Co. 222.8 


7.0 


6.43 45.2s n.a. 


12.0 


B3 


Further moderate setback in sales and 
earnings indicated, but strong com- 
petitive position and capable man- 
agement point to maintenance of fair 
dividend. 





Devoe & Raynolds “A” 47.3 


5.6 


4.41 19.7 k 2.2 82 k 


2.69 


iv.3 


B3 


Price reductions and smaller volume 
of sales suggest moderate drop in 
earnings but curtailment should not 
be serious enough now to imperil 
regular dividend. 





Flintkote 31.3 


75 


5.86 12.8s 5.7 5ls 


25 


12.0 


B3 


Partly due to adverse effects of strike 
in asbestos mines, earnings likely to 
recede sharply, but not enough to 
threaten regular dividend. 





Holland Furnace 41.0 


9.8 


4.48 .68 k 


n.d. 


21 


B3 


With raw materials costs declining, 
prospect for price cuts to stimulate 
sales improving, but lower earnings 
seem likely. Dividend seems secure. 





Johns-Manville 173.5 


8.9 


5.22 76.2 k 7.6 1.94 k 


A2 


Earnings well maintained despite 
higher costs incident to Quebec strike, 
and 1949 results expected to compare 
favorably with last year. Dividend 
secure. 





Lehigh Portland Cem.. 33.4 
xX 


14.7 


5.96 6.83 ¢ 


n.d. 


6.50 


37 


CHI 


Continued good demand in prospect 
with indications pointing to favorable 
comparison with last year. Possibility 
of slightly more liberal dividend. 





Lone Star Cement 54.6 


14.2 


29.1k 14.5 4.46 k 


9.00 


61 


Domestic sales outlook promising with 
good earnings trend, but South Amer- 
ican operations appear less reassur- 
ing. Dividend coverage seemingly 
adequate. 





Masonite 


19.3 


11.71 Zuas 2.0 4.08 f 


45 


3.25 


Increased availability of hardwood 
tending to spur competition and cut 
profit margins, but diversification in 
products should sustain coverage for 
dividend. 





National Gypsum . 68.1 


11.7 


27.9k 8.6 1.05 k 


3.00 


1.00 


7.1 


C+3 


Despite slackening sales, volume likely 
to hold well above prewar total and 
net profit expected to recede only 
moderately from 1948. Conservative 
dividend secure. 





Otis Elevator . 92.2 
X 


23.38 147 1.67 s 


5.70 


6.5 


B2 


Orders r bly well intained 
despite slackening in industrial plant 
construction. Renovation work satis- 
factory. Liberal dividend seen. 








Penn.-Dixie Cement 18.5 


14.6 


4.86 1.78 k 


5.25 


1.50 


7.1 


cri 


Earnings aided by heavy public works 
projects. Cash strengthened by exer- 
cise of warrants. Liberal dividend in 
view despite new plant acquisition. 





Pittsburgh Plate Glass. 280.0 
X 


10.7 


3.65 140.4k IJ1.I 1.72 k 


33 


1.75 


aa 


A2 





Good demand evident for glass, but 
narrower margins on paints indicated. 
Only small drop in earnings expected. 
Year-end extra dividend is possible. 





Pratt & Lambert.......... ns. 


4.73 n.a. n.a. 


4.00 


30 


3.00 


10.0 


B3 


Keener competition points to narrower 
margins, but decline in earnings not 
expected to prove serious. Recently 
reduced dividend should be covered. 





Ruberoid . 57.5 


9.0 


11.80 22.5 k 7.5 3.86 k 


7.00 


47 


3.25b 6.9 


Despite seasonal pickup in sales and 
profits, decline in earnings from 1948 
peak indicated. Conservative manage- 
ment likely to keep generous dividend. 





U.S. Gypsum _.. 148.6 


15.04 18.2s 16.7 3.24 s 


13.00 


99 


6.00 


6.1 


A3 


Regarded as leader in industry, profit 
margins expected to hold and setback 
in earnings should be moderate. Divi- 
dend this year expected to be equal 
of 1948. 





Walworth 42.4 


6.2 


1.95 17.6 k 35 46 k 


1.00 


85 


12.1 


B3 


With industrial demand for valves 
and fittings declining, earnings likely 
to reflect smaller sales volume. Fur- 
ther dividend conservatism possible. 





Yale & Towne... 65.2 


3.3 


4.17 15.1 s to 46s 


21 


1.00b 4.8 


B3 


Keener competition and unfortunate 
experiences in new products contribut- 
tug to iess satisfactory showing. Strong 
financial position may sustain dividend. 





b—Plus stock. 
n.s.—Not stated. 
c—12 months to June 30. 





k—First six months. 


I—6 months to April 30. 
s—3 months to March 31. 


n.a.—Not available. 
f—9 months to May 31. 











AUGUST 13, 1949 


479 

















| 





sonable to look for comparatively little effect from 
Government operations. Considerable time probably 
will elapse before appropriations can become effec- 
tive. As a matter of fact, the Federal Housing 
Administration estimated no more than 50,000 units 
might be started in the first fiscal year of the proj- 
ect. This represents a small item in relation to an 
estimated total of 800,000 units that may be started 
in 1949 by private builders. Increase in construction 
is contemplated to en ennnal rate of 135.000 to 
200,000 units, however, if need should develop, and 
such a volume could have an effect on private resi- 
dential construction. Some observers feel that 
private builders may fear competition from this 
source and curtail operations later this year or in 
1950 pending further study of conditions. Other 
builders may wait for Government contracts for 
subsidized housing with the result that volume of 
private residential construction may suffer early 
next year if potential buyers also should show an 
inclination to wait for construction of government 
financed homes. 


Favorable Immediate Impacts 


Regardless of long range influences of recently 
enacted legislation, the imediate effect appears to 
have been favorable. Real estate dealers in Metro- 
politan areas report an exceptional spurt in residen- 
tial sales in the last month or two after a rather 
disappointing early spring showing. Belated demand 
is attributed partly to growing realization that 
housing legislation scarcely could have any impor- 
tant effect on the situation this year and that 
chances were slim of any appreciable further decline 
in costs. Builders point out that buyer resistance, 
which began to manifest itself on an important scale 
around the latter part of November last year, was 
due to expectations of a substantial downward read- 
justment in housing costs rather than to lack of 
funds. Hence, the pickup apparently reflects grow- 
ing belief that anything approaching a collapse of 
the market for new homes is improbable. Potential 
buyers have ample funds with which to finance new 
homes, it is generally agreed, especially on basis of 
liberal terms obtainable under Government regu- 
lations. 

Despite fears expressed early in the year, building 
construction has held up better than expected. Gov- 
ernment estimates put new construction projects 
for the first six months at about 4 percent ahead of 
the total for the similar period of 1948 and on basis 
of current indications, the 1949 total is expected to 
reach $19 billion, compared with $17.7 billion in 
1948. Maintenance expenditures are expected to 
compare favorably with an indicated total of about 
$8 billion last year. Accordingly, unless activity 
slackens more than seasonally in the final quarter, 
total construction volume for 1949 should compare 
favorably with last year’s record of $25.7 billion. 


Expansion of Public Works 


This showing will be accomplished by more than 
normal expansion in public works. This classifica- 
tion registered a 37 percent improvement in the 
first half year while private outlays fell about 5 per- 
cent. Expenditures for schools, hospitals and cther 
institutions still are rising and economists antici- 
pate a gradual increase in public works construction 
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to more than 30 percent of the total from an in- 
dicated 27 percent this year and 24 percent last 
year. Companies whose operations are concentrated 
in supplying materials going into large projects in 


this category may be expected to fare better than § 


some others in coming months. Those which are 
chiefly dependent on industrial expansion, on the 
other hand, may not do so well as in 1948. 
Although the recent pickup in shipments of major 
suppliers may be attributed to the fact that distribu- 
tors allowed inventories to decline to abnormally 
low levels last winter and in the first quarter this 
year, demand for housing materials has exceeded 
earlier forecasts. June residential starts reached a 
high for the year at 100,000 and preliminary figures 
for July indicated a normal increase. The seasonal 
pattern calls for a peak in activity in August, sug- 
gesting that housing starts in the three summer 
months may range upward of 300,000, which would 
be quite a satisfactory showing considering general 
business conditions and strong buyer resistance to 
houses in the $12,000 to $15,000 range and higher. 
As a result of increased activity in the last two or 
three months — stimulated incidentally by excep- 
tionally favorable weather conditions in most parts 


of the country — manufacturers’ inventories have | 
been reduced to manageable proportions and earn- | 
ings prospects have become much brighter than in | 
April and May, when it seemed possible that losses | 


might be sustained on slow moving goods. With 


dealers’ inventories still at abnormally low levels | 
and warehouses no longer overstocked, indications | 
point to a moderate’ upturn in manufacturing | 


activity. 
Building Hardware Field 


The management of American Radiator & Stand- 
ard Sanitary Corp., for example, whose operations 
probably are typical of the plumbing and heating 
divisions of the industry, recently announced that 
some idle plants might be reopened later in the year. 
Stocks of finished materials reached such large pro- 
portions in April and May that several plants had 


to be closed, but the low point in sales and earnings | 


appears to have passed, it was explained, and ship- 
ments showed an encouraging upturn in June and 
July. This trend reflects the return to a normal sea- 
sonal pattern. Distributors drastically reduced in- 
ventories last winter when it became evident that 
supplies were becoming plentiful and that it no 
longer was necessary to order equipment months 
ahead of projected use. Accordingly, second and 
third quarter results of representative building sup- 
pliers may compare favorably with corresponding 
periods last year, while the fourth quarter likely 
will reflect a seasonal slackening in demand. Due to 
pressure on the part of distributors for reduction 
in inventories in the first quarter, earnings of major 
building materials companies dropped sharply. 
American Radiator’s sales decline in the first half 
was estimated at 17 percent due largely to a poor 
first quarter. 

As mentioned previously, in appraising the out- 
look for companies in this industry it is well to take 
into consideration competitive efficiency. Advance 
in labor cost has been so pronounced since the war 
that managements were compelled to adopt labor 
saving machinery wherever possible to hold down 
prices of finished products. The extent to which 
progress in this direction (Please turn to page 500) 
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THE 
MOTORS 


— AS “THE BIG THREE’ 
BATTLE FOR THE PREWAR 
SHARE OF OVERALL BUSINESS! 


By GEORGE L. MERTON 





Wien the half-way mark of 1949 left well 
behind, the automobile industry continues to fur- 





uring nish evidence of an almost amazing vitality which 

' augurs well for at least the short term earnings 

and dividend outlook. 
Further, these accomplishments suggest that this 
tand-—} dominantly important manufacturing business 
tions should be able to offer strong resistance to the in- 
ating evitable readjustment of its sales and sales poten- 
that tial in the period ahead once production is brought 
year. | into balance with demand and when diminishing 
pro-— purchasing power will mean the return of a com- 
; had petitive race every bit as intense as in the pre- 
Ings war era. 
ship- It is because of this major element of longer term 
- and uncertainty that investors must exercise keen dis- 
_Sea- crimination in their selections. If precedent has not 
1 in- entirely outlived its usefulness, then the “Big Three” 
that (General Motors, Chrysler, Ford) will exhibit the 
t no strongest staying powers, whereas the independents 
mths may find the road a rocky one in their scramble 
and for the remainder of the market, estimated at be- 
sup- tween 15% and 18%, including an allocation of 
ding | about 4% for the comparatively new and untried 
ikely | Kaiser-Frazer, which has faltered after holding the 
ue to lead in independent registrations in 1948. 
ction Also, investors, especially at the present time, 
lajor must differentiate carefully between builders of 
rply. passenger cars, who also have some balance in light 
half commercial vehicles, and companies primarily en- 
poor gaged in the heavy-duty truck and bus line, where 
deferred requirements have been fully satisfied. 

out- Thus, while some of the latter including White 
take Motor and Mack Trucks, for example, have been 
ance able to maintain themselves in a rather comforta- 
war ble financial condition, thanks to large profits of 
abor earlier years, they are now operating in an over- 
lown saturated market which indicates a sharp decline 
hich in unit sales, gross revenues and net income for 
500) 1949 and some time beyond. By and large, there- 
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fore, such 
stocks 
should be 
avoided, and 
even where 
special circum- 
stances would seem to prevail, the risk is great. 

Statistically, the basic 1949 situation in the indus- 
try is eminently favorable. This is as true’ of earn- 
9 and earnings prospects as of production and 
sales. 

Only the most unexpected in the way of a severe 
sales slump, production stoppages, or obstacles at 
plants, stemming from labor disputes or other 
causes, will prevent the industry from surpassing 
the old production record of 5,385,420 cars and 
trucks in 1929 when there were three shifts at work 
compared with the present, widespread nine-hour 
shift at most plants, with overtime on Saturdays. 


Record 1949 Output 


Through the end of July the industry turned out 
a total of more than 3,500,000 cars and trucks. In 
June, American producers established two all-time 
records. More passenger cars, motor trucks and 
motor buses were built and sold than in any other 
June of automotive history. In addition, more motor 
vehicles were sold in the domestic market than in 
any previous single month. 

With over-all output for June placed at 593,640 
cars, trucks and buses, the May total was exceeded 
by roughly 23%, while production of 2,994,284 vehi- 
cles in the first half of the current year represented 
a gain of 20% compared with the corresponding 
1948 period. 

Canada included, the July output is estimated at 
601,959 units, with indications that the old high 
record monthly aggregate of 663,811 vehicles of 
April, 1929, was surpassed during August, 1949. 
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Meanwhile, production schedules indicate that the 
present high production rate will show little reces- 
sion until well into the fourth quarter. 

From virtually every aspect, therefore, for this 
year at least, the outlook for the industry remains 
bright, particularly since manufacturers are rap- 
idly adjusting to buyers’ increasing preference for 
cheaper cars which should go far toward temper- 
ing the seasonal decline in demand which appears 
slated to come this fall. 

In order to obtain a clear picture of the indus- 
try’s probable earning power for 1949, one must 
reflect a bit on the mixed trends of the first quarter. 


Shipments from factories increased by about 
7.5% over the corresponding three months of 1948, 
largely because of the gain of some 13% in the 
passenger car division. However, sales of trucks 
declined more than 7%, while bus sales were down 
almost 60%. With the exception of Kaiser-Frazer, 
which had accomplished so much in the independ- 
ent field in 1948, sales of all passenger car pro- 
ducers established gains so that combined net earn- 
ings were up more than 30%. Generally, the in- 
dustry trend has not changed importantly since 
then, although complete figures are not yet avail- 
able. Second quarter (Please turn to page 499) 








Statistical Position of Automobile and Truck Manufacturers 





Net Per 
Share 


NetSales Net NetPer NetSales Net 
$ mil.) Margin Share ($ mil.) ‘Margin 


1948-—_———-_ —_ Interim Reports 1949-—— 


Est. Invest- 
1949 Recent Div. Div. ment 


Net Price 1948 Yield Rating COMMENTS 





Autocar . $30.9 1.3% $59 $116k 


def$.57 k 


C3 Dividend resumption not yet in 
sight as company shows 6 months’ 
loss of $279,848 against $0.30 share 
profit in first half of 1948. 


def. $6 $.25 4.1% 





Chrysler . . 1,567.9 5.7 10.25 401.2s 4.7% 2.15s 
x s 


Reasonably priced on $1.25 quar- 
terly dividend, which will be 
earned almost twice over in 1949. 
New, low-priced Plymouth meet- 
ing good reception. 


$9.50 49 4.00 8.2 B2 





Diamond T . 37.5 3.0 2.64 


115k 1.2 32k 


C+3 Meeting severest kind of competi- 
tion in sale of heavy duty trucks. 
Earnings on downgrade and divi- 
dends may be vulnerable. 


80 I 1.50 13.6 





Federal Motor Truck 14.1 0.9 .27 n.a. ae. n.a. $s 


Has lost ground to other truck 
builders despite efforts of present 

t to stimulate new 
restoration of 


40 p 10.0 B3 





business. Early 
dividends unlikely. 





Fruehauf Trailer _. 84.7 6.5 4.16 19.1 s 4.2 57s 


Has largely discounted the indi- 
cated decline in profits. 
Dividend ($0.50 quarterly) not al- 
together safe, but reasonably so, 
barring late adjustments. 


2.00 17 1.25 7.4 B3 





General Motors ...... 4,702.0 9.4 9.72 2,877.7k 10.5 
xX 


6.76 k 





10.00 59 4.50 7.6 B2 Sales cont! to establish new 
highs and earnings this year 
should equal those of 1948. Divi- 
dends secure at $1.25 quarterly for 
the foreseeable future. 





Hudson Motor Car. 274.7 4.8 7.28 n.a. 


1.93 s 


Liberal dividend policy indicated 
by company's present substantial 
earning power. Extras may con- 
tinue to supplement regular divi- 
dend of $0.25 quarterly. 


6.00 12 70 5.8 2 





Kaiser-Frazer 341.6 3.0 2.27 Me: 


defl.27s 


5 Nil $2.5 C3 Has not been able to hold its 
sales positi in ind dent 


t in 
field. Dividends improbable. 








Mack Trucks 109.2 2.1 1.56 17.5s def.34s 


Continues to operate in the red 
because of production slump in 
heavy truck field. Dividend re- 
sumption uncertain. 


i) 1150p 13.6 B3 





Nash-Kelvinator 302.9 6.6 4.64 280.2a 7.2 


4.664 


5.00 12 1.40 11.6 C+2 Somewhat handicapped by diver- 
sified operations which have not 
held up as well as automotive 
division. However, earnings run- 
ning well above $0.35 quarterly 
dividend. . 





Packard Motor 232.0 6.5 1.01 


114.2 5.6 32 k 


C+2 Not especially attractive, even as 
speculation, but 1949 dividends 
could exceed the $0.35 paid in 
1948. Competition growing in 
higher-priced car field. 





Reo Motors . 38.3 0.3 23 n.a. def 1.23 


def. 9 2.37 p 26.3 C+2 Prospects improved by new Gov- 
ernment contract for trucks, but 
this will not be reflected in 1949 
operations which are in red. Divi- 


dends remote. 





Studebaker .... 383.6 5.0 8.12 283.2k 4.9 


4.98 k 


8.00 20 1.75 C+2 Increased ($0.50 quarterly) divi- 
dend is being covered by a wide 
marain in 1949. Year-end extra is 


possible. 





Twin Coach ...... 20.6 6.4 0.02 n.a. 


def k 





Lost $417,563 in 6 months vs. $664 - 
780 net in like 1948 period. Transit 
company problems curtailing bus 

ph eA Dividend resumption seems 
‘ar off. 


def. 5 Nil 


NK 





White Motor ....... : VIS 5.1 4.98 18.9 ee ee s 


1.00 14 1.45 10.4 B3 Strong sales resistance being en- 
countered in both truck and bus 
lines, and with earnings down, 
— may require curtail- 
ment. 





Willys-Overland .... 


175.4 a7 2.18 ae £2 244 


1.75 5 Nil C+2 Earnings receding from the $2.18 
a share of the 1948 fiscal year. 
Dividends hardly possible because 


of large plant requirements. 





n.a.—Not available. 
a—9 months ended June 30. 
k—First six months. 








g—é6 months to March 31. 
s—3 months to March 31. 
p—No dividend paid to date in 1949. 
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To What Extent Have 


MOTOR ACCESSORIES 


Discounted Lower Earnings? 


By GEORGE W. MATHIS 





JI n a free enterprise economy “the race 
is to the swift.” Nowhere is this proverb more 
clearly illustrated than in the field of automobile 
parts manufacturing. Competition certainly is the 
“life of trade” in the scramble for a portion of the 
vast domestic motor car business. In the accessory 
industry normal competitive conditions have re- 
turned. The result is that profit margins and earn- 
ings once more are being governed by usual factors 
—chiefly, effective cost controls and productive ef- 
ficiency. This fact accounts in large measure for a 
wide variation in results coming to light in recent 
interim statements. 

Although total volume of parts production re- 
mains at an exceptionally high level, marginal pro- 
ducers are finding that they no longer can “name 
their own prices” for urgently needed supplies. Car 
and truck manufacturers are demanding that quo- 
tations be reduced to lowest possible figures. More- 
over, in the replacement business, distribution costs 
have increased, dealers’ shelves have been filled and 
in this area, too, competitive conditions have re- 
turned. Consumers are demanding brand name 
products. All in all, profit margins are becoming 
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narrower as production costs 
rise and promotional expenses 
increase. Adverse effects of 
keener competitive conditions 
are being felt to the greatest 
extent by smaller and less effi- 
cient manufacturers. Through 
intensive mechanization of pro- 
duction, stronger companies 
have been able to hold down 
costs and to strengthen their 
competitive position. 

Aside from the usual factors 
to be watched in appraising 
manufacturing companies, it is 
important in the accessory 
business to evaluate essential- 
ity of the product as well as 
degree of competition likely to 
be encountered. That is, certain 
functional parts such as trans- 
missions, axles, brakes, start- 
ers, etc., usually are standard- 
ized in most car models and 
are purchased consistently 
from the same parts manufac- 
turer. Qn the other hand, thou- 
sands of tiny parts requiring 
no particular mechanical skill 
in production may be made by 
almost anyone and normally 
are purchased from the manu- 
facturer quoting best prices. 
Recent earnings statements indicate that profit mar- 
gins have lost greatest ground among companies of 
the latter sort which have been compelled to cut 
prices to retain business. 

Diversification also is important in leveling off 
wide variations in earnings. It is important, how- 
ever, that unnecessary merchandising and distribu- 
tion problems be avoided in expanding a line of 
products. Diversification may prove a headache if 
attempted simply for the sake of adding new prod- 
ucts in unfamiliar fields. As an example, F. L. 
Jacobs & Co. lost large sums in a venture in auto- 
matic washing machines after the war. This divi- 
sion recently was sold to a manufacturer experi- 
enced in distribution of household appliances. Borg- 
Warner, on the other hand, has successfully en- 
gaged in manufacture and distribution of household 
appliances, including refrigerators, electric ranges, 
etc., as well as a variety of auto- 
motive parts. 

Reference to the accompanying 
tabulation showing interim earn- 
ings statements and other infor- 
mation may throw light on profits 
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Statistical Data on Leading Automobile Parts and Accessories Companies 





1948 





NetSales 


Net NetPer 


($mil.) Margin Share 


Net 


—lInterim Reports 1949— 
Net Sales 
($ mil.) Margin Share 


Net Per 


Est. 1949 


NetPer Recent 
Price 


Share 


Div. 
1948 


Div. 


Invest- 


ment 


Yield Rating 


COMMENTS 





“a Bosch ........... $19.4 


5.5% $1.53 


$13.8e 


8.2% 


$1.0le 


$2.25 


$8 


$.75 


9.4% 


C+I 


Increased operating efficiency under 
new management aiding earnings 
recovery. Armament contracts add 
volume. No change in $1 annual 
dividend seen. 





Bendix Aviation 


50.2 s 


4.1 


96 s 


5.00 


30 


3.00 


10.0 


B2 


Earnings prospects adversely af- 
fected by prolonged strike which 
diverted considerable business to 
competitors. More conservative divi- 
dend indicated. 





Bohn Alum. & Brass... 35.5 


2.7 


def2.34k 


def. 


24 


1.00 


4.2 


B3 


Inventory losses retarding earnings 
recovery, and competition remains 
keen. ——s seem unlikely to im- 
prove much. Dividend likely to re- 
main conservative. 





Borg-Warner 309.3 


9.6 


12.43 


78.6 s 


8.5 


2.80 s 


9.00 


46 


4.50 


9.8 


B3 


Prospect for auto parts business 
promising with growing demand for 
automatic transmissions, but appli- 
ance lines are feeling effect of 
keener competition. 





~— Roller Bearing..... 


13.4 


6.64 


2.69 k 


5.50 


30 


3.00 


10.0 


B3 


Earnings likely to decline moder- 
ately in reflecting slackening sales 
volume and pressure for price re- 
ductions, thus suggesting conserva- 
tive dividend rate. 





Bagge Mtg. 2. 265.9 


4.0 


5.40 


69.6 s 


24s 


3.50 


24 


2.50 


C+r3 


Rising wage costs and pressure for 
price reductions tending to depress 
profit margins. Materials costs 
down. Extra dividend seems less 
promising. 





Briggs & Stratton............. 
X 


2.83 k 


5.00 


22 


2.75 


Moderate drop in sales and earn- 
ings indicated, but coverage ap- 
pears adequate for conservative 
dividend. Competition keener in 
gasoline engines. 





Camp., Wyant & Cann. 28.6 


6.9 


117k 


13.9 


Cr 


Reduced volume and high labor 
costs tending to depress margins. 
Earnings decline in prospect. Lower 
raw materials costs needed to sus- 
tain margins. 





Clark Equipment ...... 74.5 
X 


7.3 


10.24 


3.56 k 


8.00 


27 


2.00 b 


Profit margins being well sustained 
despite slackening in sales and keen 

competition in truck division. Good 

— of continuing extra divi- 
end. 





Cleveland Graphite Br. 29.3 
X 


4.60 


15.6k 


10.4 


2.37 k 


4.50 


24 


1.80 


7.5 


Pressure for price cuts on competi- 
tive items threatens margins. Good 
first half results strengthen finances 
but dividend may remain conserva- 
tive. 





Collins & Aikman........... 33.4 


92 


def.45s 


6.2 


Competition from new types of auto 
seat covers tending to curtail up- 
holstery sales and to hurt margins. 
Dividend just been passed. 





Dana Corp. 125.5 


8.9 


4.304 


80.8 | 


7.6 


2.33 | 


3.00 


-60 


6.0 


B3 


Profits holding up well despite drop 
in sales and long established trade 
position is favorable factor. Con- 
tinuance of liberal dividend likely. 





Eaton Mfg. —......... 128.1 


8.6 


54.7 k 


8.4 


2.57 k 


5.00 


25 


3.50 


14.0 


B3 


Decline in earnings attributed to 
drop in truck components. Keener 
competition in prospect. More con- 
servative dividend is possible. 





Electric Auto-Lite 210.1 
x 


5.8 


8.16 


106.9 


2.40 k 


37 


B3 


Inventory losses on raw materials in 
battery division adverse factor, but 
outlook improved for remainder of 
year. Dividend may hold $3 rate. 





Electric Storage Battery 105.5 


5.7 


6.67 


19.3 s 


4.00 


40 


3.00 


7.50 


B3 


Sales slump in replacement business 
and inventory losses on raw mate- 
rials having adverse effect on earn- 
ings, but not enough to imperil 
dividend rate. 





Hayes Mfg. 25.9 


12.6 


3.09 


11.6 f 


9.3 


1.02 f 


1.50 


75 


12.5 


C3 


Higher costs and narrower margins 
tending to undermine earnings, but 
regular dividend rate appears well 
protected for intermediate term. 





Houdaille-Hershey .... 52.2 


5.2 


2.95 


n.d. 


1.51 k 


1.00 


10.0 


Cr2Z 


Upward price revisions and greater 
manufacturing efficiency contribut- 
ing to improvement in profits, but 
dividend likely to be conservative. 





Kelsey-Hayes “B” 71.3 


5.2 


20.1 s 


7.2 


2.32 s 


7.00 


Cr 


More abundant raw materials and 
use of mechanized equipment im- 
prove profit margins. Earnings com- 
pare favorably with 1948. Dividend 
secure. 





Midland Steel Products 57.4 


10.2 


2.03 k 


5.00 


20 


3.754 


Cr3 


Elimination of premiums on steel 
and continued large volume output 
tend to sustain profits. Somewhat 
less generous dividend in prospect. 





Motor Products . 46.2 


6.2 


5.64 m 


6.75 


20 


2.50 


C+3 


Conditions becoming more competi- 
tive in automotive as well as in 
Deep-freeze products, but earnings 
may not be seriously hurt. Dividend 
secure. 





Motor Wheel 58.3 


5.9 


13.6s 


4.8 


78s 


3.00 


2.00 


11.8 


C+3 


Pressure for price concessions may 
offset benefits of lower costs on raw 
materials. Moderate drop in earn- 
ings indicated, but dividend seems 
covered. 





a—Adjusted. 

b—Plus stock. 

o—I!1 months. 

e—24 weeks ended June 19. 








f—9 months ended June 30. 
k—First six months. 
l—9 months to May 31. 
m—9 months to ‘March 31. 


n—6 months to March 31. 

p—? months to April 30. 

s—3 months to March 31. 
n.a.—Not available. 
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trends under competitive conditions. Midyear re- 
ports to stockholders disclose adverse effects of a 
decline in replacement parts business and of dis- 
ruptions in normal production due to labor troubles. 
Prolonged dispute between Bendix Aviation man- 
agement and CIO-UAW employees, for example, 
left its imprint on operations for the June quarter. 
Some of Ford Motor Company’s suppliers were 
troubled with backing up of shipments while for- 
mer’s widespread manufacturing plants were idled 
by strike. Sharp drop in net profit of Hayes Manu- 
facturing reflected in part the shift by Willys- 
Overland of its station wagon body business from 
Hayes to Briggs Manufacturing. Muskegon Motor 
Specialties saw its net profit for the first six months 
drop to $95,000 from more than $441,000 in corre- 
sponding period last year. 

Earnings of Standard Steel Spring, one of the 
leading bumper manufacturers, were higher this 
year, and this showing reflected in part a style trend 
toward use of larger bumpers, contributing to 
higher unit prices and wider margins, as well as 
improvement in operating efficiency gained from 
increased plant mechanization. This company has 
come to be regarded in recent years as one of low- 
est cost producers. Cleveland Graphite Bronze also 
showed the benefit of good productive efficiency in 
a sizable earnings rise, but management called at- 
tention of stockholders to evidence of keener com- 
petition in the second quarter and the prospect of 


narrower margins in second half of year. Federal 
Mogul, small but efficient manufacturer of bearings 
and bushings, experienced successful first six 
months. These examples emphasize diverse earnings 
trend in the industry and illustrate the need for a 
high degree of selectivity in stock commitments in 
this group. 


Importance of Product Types 


Too much stress cannot be placed on the impor- 
tance of considering the type of product manufac- 
tured by a parts company and the nature of its 
principal market. Ability to gain a strategic posi- 
tion in production of an essential item for a major 
share of the potential market and to command a 
reasonable profit is not as easy as it may seem in 
a field so fully exploited as the one under considera- 
tion here. There is always the prospect of a shifting 
around of contracts for supplies and likelihood of 
narrower margins. Aside from this, the number of 
important car manufacturers is not only limited but 
most of them have plans to devote an increasing 
portion of their greatly expanded facilities to pro- 
duce parts and accessories formerly bought from 
outsiders. Margins on original equipment normally 
are relatively thin, but those on replacement parts 
are much more satisfactory. Hence suppliers lean- 
ing on replacement sales, as is often the case, face 
more severe competition (Please turn to page 503) 








Statistical Data on Leading Automobile Parts and Accessories Companies (Cont.) 





—lInterim Reports 1949— 
NetSales Net Net Per 
($ mil.) Margin Share 





1948 
NetSales Net NetPer 
($mil.) Margin Share 


Invest- 
ment 
Rating COMMENTS 


Est. 1949 
NetPer Recent Div. Div. 
Share Price 1948 Yield 








Murray Corp. of Amer. 92.5 3.5 3.21 69.01 5.0 3.501 


C+ Slower production on some high- 
priced models may retard opera- 
tions later in year and reduce mar- 
gins. Modest dividend secure. 


4.25 12 1.15 9.6 





Raybestos-Manhattan.. 57.3 4.5 4.08 n.a. 75s 


Sleckening industrial demand ex- 
pected to depress earnings moder- 
ately, but regular dividend seems 
amply covered for time being. 


3.00 25 2.12 8.5 B3 





Reynolds Spring ............. 11.3 1.8 66 5.6n 1.7 32n 


1.50 5 Ree 


c+2 Paya competitive conditions tend 
d down margins. Lack of di- 
versification adverse factor. 

pect of dividend unpromising. 


Pros- 





Smith, A.-O. 1395 4.9 6.89 112.3 p 4.3 4.83 p 
X 


Favorable outlook for pipe com- 
bines with high rate of output in 
auto frames to favor earnings prog- 
ress. Conservative dividend indi- 
cated. 


6.00 22 87 4.0 B2 





Standard Steel Spring. 47.6 12.0 3.82 n.a. 2.12 k 
X 


Increasing emphasis on machaniza- 
ation to reduce costs explains earn- 
ings improvement. One of lowest 
cost producers. Dividend generous. 


C+ 


1.25 8.3 





Stewart-Warner ........ =72.5 3.0 2.44 47s 27 3ls 


More keenly competitive conditions 
in other than automotive products 
depressing earnings but trade posi- 
tion is well sustained. 


1.50 C+3 





Thermoid 1.20 58s 48 was 


C+2 Reduced demand from some custo- 
mers may reduce 1948 earnings, but 
because of employee incentive plan 
modest year-end dividend possible. 


1.00 5 10% Stock ....... 





Thompson Products... 97.0 4.7 53.1k 5.0 5.56 k 


Increase in volume of aircraft com- 
ponents helps sustain sales and 
earnings, but narrower margins are 
in prospect on replacement parts. 


10.00 38 3.75 9.8 B2 





Todos Detroit Axle... 111.5 6.9 70.3m 6.6 


2.14m 


B—3 Pickup in sales of oil burners offsets 
slackening in demand for truck 
sales. Profits compare favorably 
with 1948 and dividend appears 
secure. 


3.00 16 2.00 12.5 





Timken Roller Bearing. 120.5 11.0 31.0s 9.5 1.22s 


3.00 715 B3 


Rising costs tending to cut profit 
margins and to depress earnings, 
but decline seems unlikely to threat- 
en $3 dividend over near term. 





ee Spring & Wire... 43.7 6.9 7.41 37.4p 5.1 5.65 p 


7.25 19 Abundant raw materials and high 
rate of motor car output account for 
tising sales and earnings. Some 
tapering off possible, but liberal 
dividend likely. 


1.50 7.9 B2 





a—Adijusted. 

b—#lus stock. 

c—I1 months. 

e—24 weeks ended June 19. 


k—First six months. 
I—9 months to May 








f—9 months ended June 30. 


m—? months to ‘March 31. 


n—6 months to March 31. 
p—? months to April 30. 
ab. s—3 months to March 31. 
n.a.—Not available. 
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By H. F. TRAVIS 


SJ he electric equipment industry 
includes two major divisions — 
heavy machinery and light acces- 
sories. Electric generators and re- 
lated equipment are made princi- 
pally by four companies — General 
Electric, Westinghouse Electric, Al- 
lis Chalmers and Elliott Company— 
though these companies are also ETS eN 
broadly diversified in other lines. In 
analyzing the output for heavy equipment, it is 
necessary to study the present construction pro- 
gram of the utilities and try to determine how much 
longer it will last. 

The utilities about two years ago initiated a huge 
building program, designed to increase average ca- 
pacity about 50%. The program involved about 
20,000,000 KW capacity and many billions of ex- 
penditures, over a four or five-year period through 
1951-2. This should mean active business for sev- 
eral years for makers of generators and related 
machinery. 

Will the utilities cancel much of this program be- 
cause of declining business? It seems unlikely. While 
the recession has checked industrial use of power 
somewhat, residential and commercial consumption 
are still running substantially ahead of last year. 
Joseph B. Epstein, in an article on “Electric Power 
Output and Investment” in the Survey of Current 
Business, estimated that secular or regular annual 
gains in the use of electricity amount to about 8% 
for residential customers, 6% for commercial and 
514% for industrial consumers. Due to postwar 
needs and the pent-up demand for appliances, actual 
residential gains in 1948 ran to nearly 15%, com- 
mercial to 18% and industrial to 8%. This extra 
demand kept the utilities busy using all their obso- 
lete equipment—some of which burns 
twice as much coal as the new type 
generators. 

The utilities are now more closely 
interconnected than they used to be 
and with peak loads for different com- 
panies occurring at different times, they 
have been able to increase overall out- 
put without a corresponding increase in 
capacity. But the demand grew so large 
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last year that most companies operated with very 
little reserve capacity to spare. Back in the 1930s, 
they used to have 20-25% reserve capacity; last 
year they were down to about 5%. As soon as pos- 
sible, most companies would like to restore the mar- 
gin of capacity to around 10-15%. Hence, they pro- 
grammed construction designed not only to increase 
reserves but also to take care of further antici- 
pated growth. As it takes about two years to make 
a generator, several years of normal business piled 
up on the books of such prominent manufacturers as 
General Electric, Westinghouse, etc. 


No Big Order Cancellations Likely 


It seems unlikely that there will be any big con- 
cellations of this program as a result of the current 
recession. The utilities may revise their budgets 
slightly and spread their programs over a some- 
what longer period but the program as a whole will 
hardly be abandoned. The utilities, in making their 
contracts with General Electric and Westinghouse 
(they have been using whichever is most available 
for any particular order), have arranged so that 
orders can be delayed, or temporarily put on the 
shelf, if the cost to date is paid. The electric com- 
panies are perfectly willing to play ball with the 
utilities in this way. Thus they will 
remain assured of a big backlog of or- 
ders for generating equipment—except 
that they may take a little longer to 
work on it. 

The Federal Government is also very 
much interested in public power proj- 
ects. It was recently stated that Federal 
power projects in excess of $50 billions 
had been put (Please turn to page 502) 
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Position of Leading Electrical Equipment Companies 





Net Sales 


1948 


Net Net Per 


($ mil.) Margin Shae 


—Interim Reports 1949— Est. 1949 Invest-_ 
NetSales Net NetPer NetPer Recent Div. Div. ment 





(9 mil.) Margin Share S are Price 1948 Yield Rating COMMENTS 








Apex Electrical 


$34.2 


4.3% $4.25 


77k def$i.93 k def. $5 $.80 16.0% C3 With indicated loss for first half 


due to lower sales, resumption of 
dividend payments may be de- 
ferred pending inventory adjust- 
ment. 





Black & Decker 


Carrier Corp. a 


25.6 


545 


Hel 7.30 


5.0 4.19 


185¢ 9.9% 4.72¢ $5.75 23 3.00 13.1 C-+3 Earnings maintained reasonably 


well through June. While some 
current decline likely, mainte- 
nance of 50¢ quarterly rate ap- 
pears likely, considering cash 
position. 

51.2e 4.1 3.14e 2.50 13 25 1.9 C+ 3 Earnings held up fairly well in 
twelve months ended April. Con- 
tinuance of present 25¢ quarterly 
dividend likely (rate reduced | 
from 50¢ June Ist). | 

















Cornell-Dubilier 


11.4 


4.0 64 


— ——— —— ——_— | 

69k 5.8 48 k x ; ; Sound cash position, and business | 
™ . - 10.0 C+2 fairly stabie. Maintenance of 20¢) 

quarterly rate appears likely in| 


view of record. | 








Cutler-Hammer 


n.a. 1.45 k 3.00 22 2.00 9.1 C+3 Company's sound financial posi-| 
tion indicates continuation of 30¢) 
quarterly rate, though declaration | 
of extras seems doubtful, in view | 

of declining earnings. | 








Emerson Electric 


212k 28 LIGk 210 9 1.00 It.f C+3 Company's pre-war record unfay- | 


orable, but sales currently sup-| 
ported by Government aircraft | 
program. Net earnings unfavor- | 
able but 25¢ quarterly dividend} 
rate may continue. | 





Eureka-Williams 





| 





| General Electric 
X 


1,632.7 





| Master Electric 





| Maytag 


68.5 





McGraw Electric 
xX 





13.4 — 


33.4 


7.6 4.29 


13 3.03 


5.6h def.73h def. 4 12 «30 C3 Competition increasingly keen in| 


vacuum cleaners and oi! burners; 

with operations in red for six| 

months ended April, resumption | 
ae aes a of dividends unlikely. 

801.8 10.1 1.61 k 3.50 37 1.70 4.6 A3 First half sales and earnings con- 
siderably lower, pointing to simi- 
lar level during remainder of 
year. Barring severe labor trov- 

Po ee bles, $2 dividend seems safe. 

49k 5.7 57k 1.25 12 2.40 20.0 B3 With very sound financial position, 
$1 dividend can probably be 
maintained, despite sharp decline 
in earnings. Sales well diversified 
among 70 industries. 














Who 4.44 


4° Pe 





Noma Electric 


| 


42.0 





| 
| Servel 





| Sunbeam 


| 
| 
| 


4h 





| Sylvania Electric 


99.3 





| Westinghouse Electric 
X 


| Weston Electrical Instr. 





970.7 





| 
| York Corp. 


67 4.39 


“14.0 10.65 


38 (2.84 


169g  . def.83g 8 1.00 12.5 C+3 Company benefits by increased 


54 3.38 


10.7s 3 225s 9.00 33 250 7.6 B2 Maker of popular appliances such 





és 8.1 44s 200 7 #424125 179 C3 Despite lower earnings, $i divi- 


dend may still be covered with 
some margin. Demand for wash- 
ing-machines appears to be sta- 

RA a Se ee ee bilizing. Financial position strong. | 

25.7b 11.5 3.53b 6.80 35 3.50 10.0 B2 Company enjoyed rapid post-war | 
growth, acquiring other large| 
companies in 1948-9. Share earn- | 
ings increased sharply through 
March twelve months. Present 75¢ 
dividend may be continued with- 

oe ee : out year-end extra. 

25.7 f 1.9 .74¢ 1.00 8 1.47 18.3 C3 Earnings for June 30 year may be 
small, and near-term resumption 
of dividends (paid in stock in 
March, omitted in June) seems 
unlikely. 











distribution of natural gas, with 
use for air-conditioning. In red 
recently, but cash backlog may 
2 Ss ee Oe ee ee ee ee permit continuance of dividends. 
n.a. 1.16 k 2.59 15 1.30 8.7 B2 Earnings in March quarter well 
maintained, and company has 
good cash position. 25¢ quarterly 
dividend should be maintained 
but year-end extra less assured. 








as Mix-Master, company’s sales 
probably better than competitors. 
Conservative 50¢ quarterly divi- 
dend seem« assured. 





49.7k 3.1 93 k 2.50 19 i.40 7.4 B3 Entry into television field favor- 
able and past earnings steady, 
but first half report rather disap- 
pointing. $1.40 dividend rate 
seems fairly assured. 





468.1k 6.1 2.10 k 4.09 24 1.25 5.2 A2 une quarter results show good 
earnings gain; company’s strong 
cash position indicates continu- 
ance of conservative $1.25 divi- 
dend rate (including 75¢ extra). 


n.a. 1.41 k 2.50 22 2.00 9.1 B2 inough earnings fairly well main- 
tained, dividend coverage is not 
wide. Thus maintenance of full $2 
dividend seems in doubt, in view 
of moderate cash position. 


38.3¢ 4.3 1.48¢ ( ae g 50 5.5 C+3 Pre-war record generally unfavor- 
able. Growth of air-conditioning 
expanded post-war earnings, but 
current earnings lower. Moderate 
75¢ dividend (yearly) may be 
maintained. 














| “-b—4 months to April 30, giving effect to merger with Line Material. f—9 months to March 31. k—First six months. 
e—12 months to April 30. 
| c—9 months to June 30. 





g—6 months to April 30. s—3 months to March 31. 
h—9% months to April 30. n.a.—Not available. | 
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Farm Equipments 
Continue High Activity? 


By FRANK R. WALTERS 


e s the fiscal year of most agricultural equipment 
manufacturers will end on October 30, their progress 
to date provides a more reliable base in appraising 
annual earnings than with many other industries. 
Interim reports of this group reflect exceptionally 
well maintained prosperity, though signs are accu- 
mulating that the postwar peak has now been passed 
and that moderately lower sales and earnings must 
be expected in the second half of the current fiscal 
year. 

Farm mechanization is still at flood stage, with 
sales of equipment at the distributor level recently 
about four times prewar volume. But even so the 
dealers find their sales running about 1% lower than 
a year earlier. This reflects in part the return of sea- 
sonal influences, the satisfaction of deferred demand 
for most kinds of equipment and the prospect that 
net farm income will decline this year. In contrast, 
volume of all the leading producers of farm machin- 
ery has gained substantially through six months 
compared with the same period of 1948, thus evi- 
dencing confidence by distributors in the near term 
outlook and the institution of more liberal credit 
terms. 

The Bureau of Agricultural Economics foresees a 
drop of about 10% in net farm income this year, 
largely resulting from lower prices. The encouraging 
outlook for crops indicates that physical output of 
the farms in 1949 will be comparable to last year. A 
number of authoritative sources seem to agree that 
net farm income may decline to around $15.3 billion 
from the 1948 level of $17 billion. Sizable as this 
drop would be, it is reasonable to assume that the 
dip would influence many farmers to defer purchases 
of expensive equipment until their need has become 
more urgent. At least, now that the scarcity period 
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has vanished, the widespread 

scramble to buy all available 
equipment has also passed, so that farmers are tak- 
ing their time and scrutinize closely the relative effi- 
ciency of offerings as well as price tags. In conse- 
quence, demand in the second half should be less 
pressing, especially as farming activities begin to 
subside. Then, since dealer inventories have been 
rising pretty fast, some slowdown in factory orders 
may result. 


Relatively High Demand Anticipated 


Fundamentally, there is ground for expecting 
over-all demand for agricultural machinery to con- 
tinue at relatively high level for several years to 
come. Since 1940 to the start of the current year, 
farmers have invested approximately $9 billion in 
these labor saving devices and operating cost reduc- 
tions achieved have been so substantial as to encour- 
age further large investments. The trend should also 
be supported by the constant development of im- 
proved and specially designed equipment. The main- 
stay of the producers is the modern tractor that in 
conjunction with a long line of other devices per- 
forms a multitude of services. Demand for tractors, 
particularly of heavier type, continues to be excep- 
tionally strong, with a good chance that production 
this year may match the 525,000 units turned out in 
1948. The Department of Commerce predicts even 
better sales performance for large combines, of 
which about 90,000 were produced last year. For 
many years past, the expanding use of combines has 
cut into sales of single threshers. Also, the large corn 
crop in prospect should sustain sales of modern 
cornpickers, the use of which has risen by more than 
84% since the 1945 census. Utilization of milking 
machines has shown a gain of 74% in the same 
period. These statistics clearly show how rapidly 
mechanized the farming industry has become, and 
how the experience should stabilize original demand, 
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while replacement items and repair parts should rep- 
resent an increasing percentage of manufacturers’ 
sales. Margins on the latter items are liberal as 
a rule. 


Farmers Hold Large Liquid Assets 
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Ability of the farmers to acquire essential equip- 
ment has been increased by their steady accumula- 
tion of cash resources in recent years. At the begin- 
ning of 1949, their holdings of cash, deposits and 
Government securities aggregated more than $20 bil- 
lion. By the end of 1949, this figure may be even 
higher as a result of Federal price supports and the 
broadening of loan privileges to include some crops 
not stored in approved quarters. If prices decline 
below the support levels, the farmers can repay the 
loans in full by merely transfering title to the 
pledged crops to the Government. As farm income 
normally reaches its peak in the fall months, this 


may tend to minimize any prospective drop in vol- 


ume of the equipment manufacturers later this year, 
although seasonal factors will be an important offset. 
The farm equipment industry has spent approxi- 


| mately $300 million in postwar to expand and mod- 


ernize its facilities. While this program has now 
been virtually completed, several of the leading firms 
are still making substantial outlays in 1949 to im- 
prove their competitive potentials. There are hun- 
dreds of farm machinery manufacturers but most of 
them are relatively small and rely mainly on local 
trade for their business. A few large and long estab- 
lished enterprises dominate the field as regards both 





domestic and foreign markets; their widespread ser- 
vice organizations, reputation and relative operating 
advantages are decidedly in their favor. 

Now that steel is in ample supply and material 
costs are declining, chances are fair that the leading 
firms may be able to offset reduced volume by in- 
creased operating efficiency. This factor should at 
least help to maintain profit margins at a satisfac- 
tory level, unless a fourth round of wage increases 
raises new problems. At least one large concern has 
recently lifted wage rates by about 5 cents an hour 
and the aggressive unions in this industry may force 
raises elsewhere. Long protracted strikes in this field 
have become a rather frequent occurrence in post- 
war, and it remains to be seen how stable operations 
can be maintained later this year. The industry is 
rather fortunately situated as to pricing problems, 
for despite a moderate rise last year, prices have 
generally been held at a much lower level than most 
durable goods since the end of the war. In other 
words, the intensified competition now certain to ap- 
pear is unlikely to bring much price cutting that 
would pare profit margins and possibly create inven- 
tory losses. 


Sound Working Capital Positions 


In another respect, also, the group is favorably 
placed. Excessive demand in postwar enabled the 
industry to sell mainly on cash terms in contrast to 
the general prewar practice of granting extended 
credit terms. This advantage in turn facilitated the 
financing of sizable post- (Please turn to page 501) 






























































Position of Leading Farm Equipment Stocks 
1948 First Half 1949 Invest- 
Net Net Net Per Net Net NetPer Recent Div. Div. ment 
Salest Margint Share Sales} Margint Share Price 1948 Yield Rating COMMENTS 
Allis-Chalmers _............. $328.1 4.7% $5.67 $90.8 e 5.4% $1.82e $29 $1.60 5.5% Bi Current year earnings should amply 
X cover 40 cents quarterly dividend, and 
chance for improvement not irrational. 
Avery (B. F.) & Sons... 9.6 4.9 3.04 8.1 f n.a n.a 9 50 5.5 C2 Plant improvements and lower materials 
costs should largely offset slightly re- 
duced volume. No change in 25 cents 
quarterly dividend expected. 
Case, J. I. . wee 154.2 6.7 11.394 89.8g  n.a. n.a. 37 1.82ab 4.9 B2 Sharp rise in early 1949 earnings may 
x . hold net fiscal year close to last year. 
Maintenance of at least 40 cents quar- 
terly dividends indicated. 
Deere . Scone SORT 7.6 7.16 187.7g 87g 51lg 36 2.75 el B2 Early volume and earnings gains should 
WwW cushion later slight declines. Conserva- 
tive 25 cents quarterly dividend may be 
supplemented by extra at year end. 
Gleaner Harvester... 10.7 23.8 6.32.4 10.7¢ 24.1¢ 645¢ 26 3.27ab 12.6 B2 Prospects of continued high level earn- 
ings suggest further liberal dividend 
policies this year. 
International Harvester 945.5 5.9 3.92 48289 78g 2.72g 26 1.70q0 6.5 B2 1949 final results may not quite match 
WwW 1948 but quarterly payments of at least 
35 cents a share seem assured. 
Minneapolis Moline... 73.2 8.8 8.25 35.6g 81g 3.20g 12 Nil aes C3 Recapitalization to clear arrears a con- 
structive factor, and no change in re- 
cently inaugurated 35 cents quarterly 
dividend probable. 
M Eilee ; é : : . 5 : Moderate decline i i tici- 
yers (F. E.) & Bro... 13.9 11.4 7.88 6.2g 8.7g 2.70 g 4 4.00 9.7 B3 oaaad Get an ae “feecas fo ca 
quarterly dividend. 
i © ceccececscccesescesses: . . . . . . . . . N t i t f i al last 
Oliver Corp 103.3 ri 9.38 54.7g 5.7g 3.659 23 3.00 13.0 C+3 pd ite Poa. 4 ‘a peers se Mle 
this year should at least compare with 
those of 1948. 
a—Adijusted. e—Three months ended March 31. 
b—Plus stock. f—Nine months ended March 31. 
t—Net income as percentage of sales. g—Six months ended April 30. 
$—In million dollars. n.a.—Not available. 
c—Nine months ended June 30. 
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PROFIT 
INCOME 


Range 


The maximum range of the 
daily industrial average, on the 
basis of closing prices, has been 
approximately 20 points so far 
this year, compared with 28 
points last year and 24 points in 
1947. It is possible that this may 
approximate the range of fluctu- 
ation for the full year, now that 
fears about business prospects 
for the second half have been 
somewhat reduced. But there is a 
stronger chance, in this column’s 
view, that the January high of 
181.54 will not be appreciably ex- 
ceeded, than that the June low of 
161.60 will not be broken. Condi- 
tions making for any broad re- 
vival of speculation are not fore- 
seeable; and the imponderables 
set moderate limits as to how far 
investors will reach for stocks. 
These include the threat of even- 
tually higher taxes on corpora- 
tions and individuals above the 
lower-income brackets, which is 
implicit in public spending tend- 
encies; the drive of organized 
labor for even greater political 
and economic power; and the 
basic uncertainties in foreign re- 
lations. These things have some- 
thing to do with the low price- 
earnings ratios of recent years. 
The business cycle is only part of 
the story. 


Confidence 

For more than a fortnight low- 
priced stocks, despite a number 
of individual exceptions, have 
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been somewhat more sluggish 
than the general industrial list. 
There was similar action well in 
advance of the 1946 bull-market 
high. Unless our low-priced stock 
index gets going on the upside 
again very shortly, the chances 
are that this summer rally in the 
market is now living on borrowed 
time. In other words, investment 
demand seems unlikely to add 
much to the 15-point rally in the 
industrial average seen so far 
since mid-June. It probably would 
take more active speculation or a 
rush of short-covering to bring 
a blow-off extension of the rise. 
Whether either will be forthcom- 
ing is doubtful, and certainly re- 
mains to be seen. 


Comparisons 


After more than a decade of 
vast changes in business, the 


and many reversals of market di- 
rection, the general market stands 
roughly 20% over the average 
level of the years 1935-1939. The 
following stock groups are below 
their prewar average: containers, 
electrical equipment, gold mining, 
household furnishings, lead and 
zinc stocks, leather stocks, metal 
fabricating, railroads, railroad 
equipment, sugar and_ tobacco 
products. The following are above 
their average 1935-1939 levels by 
a much wider margin than the 
general market: air transport, 
brewers, distillers, cement stocks, 
coal, fertilizer stocks, dairy prod- 
ucts, oil, paper, all groups in retail 
trade, the shipbuilding stocks, 
shipping, cotton goods, rayon, 
tires and natural gas. It is easy 
to lose sight of such long-term 
shifts in market position when 
examining differences in stock- 
group behavior on an intermedi- 


























widest range fluctuation in aver- ate rally or reaction in the 

age stock prices since the 1920’s_ market. ek 

INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1949 1948 | 

ND 5c ee nes Subset 6 mos. June 30 $3.27 $3.03 | 

Baldwin Locomotive .........................00000 6 mos. June 30 —.74 —.65 | 

NINN IIIIED ooo. siavveccossshsvoesanscsesseceooe June 30 quarter 2.62 1.50 | 

PE RNID 65 6o5 coves Soiciosvecckeceptvasneesnees 6 mos. June 30 1.31 1.17 | 
Cleveland Graphite ..........................6.00 6 mos. June 30 2.36 1.60 
I anh 2 cuss p'con vine Mniisanosubycssvuyroasweteesocaete June 30 quarter —.90 —.66 
MIDE Ws ool eeos suc Us abeie su cassbc agar cuwwaacewe ds 6 mos. June 30 4.47 3.72 
IR UN IUINIEE 550555 saves cssasdeesscectsnseanevecs June 30 quarter 1.71 1.22 
ap Sep Ae OIE. 5 asses. ioe ic cess sececcestoces 6 mos. June 30 4.07 3.69 
Bel BHA WING .... 0.055055 doscecesssecscnesvecestéences June 30 quarter —.45 —.28 
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Seating 





® American Seating has recently 

advanced above 32, a new high 
since 1946, and a rise of roughly 
30% since it was first commented 
on favorably in this column. On 
indicated earnings, plus dividend 
potentials, it might conceivably 
top the previous all-time high of 
3314, made in 1946. Even so, this 
column’s advice to any readers 
still holding it is to take the 
profit. This is a relatively small 
special-situation company. We see 
no threat on its horizon — but too 
often it has been impossible to 
detect the development of adverse 
changes in such situations before 
the stock is already down. 















Forecast 






Total corporate dividends for 
‘the first half-year were at an an- 
/ nual rate of $8.15 billion, accord- 
\ing to government data. This is 









et di- | above 1948's total of $7.8 billion, 
‘ands F although slightly under the an- 
4+ ‘nual rate reached in the highest 
Be © | 1948 quarter, which was the 
2€’OW | fourth. On present indications it 
ners, | is readily possible that full-year 
cael payments may just about equal 
rs those of last year, and improbable 
“se . _ that they could fall short of doing 
“to ' so by more than 5% to 7% at the 
wi outside. In this column’s view, the 
, oad minority of secure-dividend stocks 
aS the in relatively stable industries 
1 Me | have probably seen their lows — 
port, | mostly made in 1947 or 1948 — 
ocks, | for a long time to come, however 
prod- doubtful may be the outlook for 
— the majority of cyclical-type 
OCKS, | stocks. But they are subject to 
1yon, | moderate reactions and the very 
easy | investment characteristics which 
o m | favor such stocks also set limits, 
vnen } and not very wide ones, to their 
tock- | advance. Hence, their main at- 
oe traction is for income return. 
@ & | Selection 
_ Most investors are tempera- 
|} | mentally inclined to sit on their 
aI stockholdings in any event — too 
| much so in many cases. They 
3 | would fare better over the years 
5 1 | if they concentrated largely in in- 
30 | dustries subject to growth. There 
17 is much less hazard involved in 
0 | aiming for moderate growth, 
6 through the industry approach, 
2 than in trying for spectacular 
2 growth in individual “special- 
“ situation” stocks. Indeed, it is 
wf possible to do it in good-quality 
: dividend - payers in industries 
——! whose products are subject to 
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little or no slump in demand in 
periods of general business reces- 
sion. Examples are to be found 
in such essential industries as 
electric utilities, natural gas, ethi- 
cal drugs and oil, among others. 


Utilities 


Some of the most attractive 
situations in the utility field are 
stocks of companies made inde- 
pendent, and given invigorated 
management, in recent years by 
the breaking-up of big holding 
companies under the Holding 
Company Act. One such, of high 
investment grade, is Public Serv- 
ice of Colorado, selling at about 
40, with $2.20 in dividends likely 
this year and at least twice cov- 
ered. Such low-priced issues — 
low in price solely due to the 
character of capitalizations — as 
Northern States Power (10), 
South Carolina Electric & Gas 
(814) and Central & South West 
Corp. (11%) all offer excellent 
yields on amply covered dividends 
and appear subject to substantial 
longer-term progress, without the 
degree of vulnerability to general 
market declines which character- 
izes stocks in cyclical industries. 


Natural Gas 


Strong long-term growth is as- 
sured, and public regulation per- 
mits a return of around 6% or so 
on increasing property invest- 
ment. As much more of the ex- 
pansion is financed by issuance of 
low-rate senior securities and in- 
ternal funds combined than by 
enlargement of equity capitaliza- 
tions, a material long-term 
growth of equity earnings and 
dividends appears probable. On 
growth potentials, two of the best 
stocks in this field are Southern 
Natural Gas, operating in Georgia, 
Alabama and Mississippi; and 


Northern Natural Gas, operating 
in Kansas, Iowa, Nebraska, Minne- 
sota and South Dakota. 


Drugs 


With a continuing stream of 
new and important remedies, the 
end of growth in the ethical drug 
field is not in sight. Volume would 
be importantly stimulated were 
a compulsory public health-insur- 
ance program ever adopted. It 
will be aided more gradually any 
way by the growth of voluntary 
health-insurance and hospitaliza- 
tion plans. Among the more at- 
tractive issues in this field, if 
bought on market sell-offs, are 
Abbott Laboratories, Sharp & 
Dohme and Merck, although the 
latter is only partly in medicinal 
chemicals. 


Oil 


There is no question about 
long-term growth of consump- 
tion of gasoline and fuel oil. The 
industry’s present trouble is ex- 
cess supply of heavy crude oils, 
from which the bulk of the fuel 
oil is taken; and a resultant un- 
balanced cost-price situation for 
refiners. Correction may involve 
price adjustments and the stocks 
can decline, but earnings should 
remain good by prewar stand- 
ards. On market sell-offs, many 
oil stocks will rate as attractive 
long-term investments. It may be 
noted that one of the secondary 
companies, Richfield Oil, appears 
to face a radically improved pros- 
pect as a result of its discovery of 
the Russell Ranch Field in Cali- 
fornia last year. This has proved 
to be a major find. The company 
earned $4.19 a share last year, and 
probably will better that for 1949, 
contrary to the oil industry’s 
trend. The dividend rate is $2.00. 
The stock is around 36. 
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DECLINES SHOWN IN RECENT EARNINGS REPORTS 





1949 1948 
June 30 quarter $—.23 $—.50 
June 30 quarter 1.14 1.32 
6 mos. June 30 1.38 1.40 
June 30 quarter —.24 —.31 
June 30 quarter 5.11 9.61 
June 30 quarter —.56 —.60 
June 30 quarter 2.81 3.12 
June 30 quarter —.19 —.84 
6 mos. June 30 2.17 3.09 
June 30 quarter 2.30 4.70 
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Answors to J 





The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 
4 


addressed envelope. 


- No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





International Shoe Company 

Please indicate sales and profit trend 
of International Shoe Company. I have 
been a subscriber to your magazine for 
19 years and value it highly. 

B. D., Rocky Mount, N. C. 

International Shoe Company 
earned a net profit of $4,476,525 
for the six-month period ended 
May 31 and this compares with a 
net of $6,949,461 for the corre- 
sponding period last year. 

Earnings were $1.31 per share 
for the first half of this year, 
against $2.04 for the same period 
last year. Dividends of $1.50 per 
share on the 3,400,000 shares of 
common stock were the same as 
for the corresponding period. 
Dividends in 1948 totaled $3.00 
per share and disbursements for 
the current full year are expected 
to equal the same amount. 

Sales of shoes totaled $91,818;- 
488, a decrease of approximately 
20% from the figure for the same 
six months last year. Total value 
of products, including leather and 
other materials produced for the 
company’s own use in manufac- 
turing shoes, was $132,211,751, 
also representing a decrease of 
approximately 20% by compari- 
son with last year’s correspond- 
ing period. At the same time, net 
profit decreased from 6% to 4.9% 
of sales, and from 4.2% to 8.4% 
of products value. 

Shakedown of inventories and 
prices dominated the national 
economy during virtually all of 
the company’s first half of fiscal 
1949. Retail shoe sales showed 
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only a small percentage decrease 
from the extremely high level of 
the preceding year. Even these 
small decreases, however, affected 
business psychology and caused 
tight buying all along the line. In 
this way small decreases in busi- 
ness activity at the retail level be- 
came larger decreases at the 
wholesale and manufacturing 
level. 

Although the company reduced 
prices in keeping with trends dur- 
ing the period, lighter cow hides 
and other light hides and skins 
usable generally in the produc- 
tion of shoes remained at rela- 
tively high levels — in fact stub- 
bornly resisted the trend toward 
lower prices. 

With few exceptions, com- 
pany’s factories are presently 
running on full schedules and in- 
dications are that sales in the last 
half of the year will not differ 
materially from those in the same 
period last year. 


Southern California Edison Co. 
I understand that Southern California 
Edison Company operates in a growing 
territory and therefore would be inter- 
ested in learning about company’s recent 

earnings, prospects and dividends. 

R.N., Stamford, Conn. 
Net income of Southern Cali- 
fornia -Edison Company for the 
second quarter of 1949, after all 
charges and providing in full for 
dividends on all classes of pre- 
ferred.stock, was equal to 87c per 
share on the present outstanding 
common stock, including 800,000 
shares recently issued, as com- 
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pared with 65c per share reported 
for the second quarter of last 
year on the then outstanding com- 


mon stock. Total income for the} 444 


second quarter was $5,031,407 as 
compared with $3,468,888 in the 
same period of 1948. 

Net income for 
months ended June 30, 1949, after 
all charges, was $15,570,337, or 
$2.39 per share on present out- 
standing common stock after pre- 
ferred dividends, compared with 
$10,193,786 or $1.79 on the com- 
mon shares outstanding June 30, 
1948. Gross revenues for the 
twelve months ended June _ 30, 
1949, was $100,805,552 compared 
with $92,158,024 in the preceding 
twelve months. 

Capitalization, (giving effect to 
recent financing): Funded debt 
$203 million, various preferred 
stocks outstanding 5,063,000 
shares, and 3,986,328 shares of 
common stock outstanding. 

Net proceeds from recent sale 
of 800,000 common shares are 
being used to finance, in part, the 
construction program which in- 
volves approximately $254,800,- 
000 of gross additions to electric 
plant, of which $147,200,000 had 
been made by the end of 1948, 
leaving $79,317,000 for 1949 and 
$28,281,000 for 1950 and 1951. 
Additional amounts not presently 
authorized are expected to be re- 
quired in 1950 and 1951. 

Dividends on the common stock 
in 1948 amounted to $1.50 per 
share and the quarterly rate has 
been raised this year to 50c per 
share. 


National Cylinder Gas Company 
I am very much interested in the Na- 
tional Cylinder Gas Company. I am par- 
ticularly interested in income and there- 
fore please advise if recent earnings are 
covering the dividends. 
E. K., New Rochelle, New York 
National Cylinder Gas Com- 
pany reported lower earnings for 
the first six months of 1949 in 
comparison with the same period 
of 1948. Sales for the six months 
ended June 30 were $11,449,795 
compared with $12,803,260 for 
the first six months of last year. 
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Earnings per share of common 
stock were 66c, compared with 
84c a share reported for the first , 
half of 1948. ti 

Regular quarterly dividends 
were declared on the 444% pre- 
ferred stock, the 434,.% preferred 
stock, and the comon stock. The 
latest 20c dividend on the common 
stock is payable September 10, 
1949, to holders of record August 
10, 1949. This is the third quar- 
terly dividend of 20c per share 
declared on the common stock this 
year and full year 1948 disburse- 
ments amounted to 80c per share 


/and 2% in stock. Earnings have 


covered regular dividend require- 
ments by a fair margin thus far 


twelun this year. 
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37, orf 
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National Cylinder Gas Com- 
pany is one of the larger manu- 
facturers of oxygen and acety- 
lene, industrial gases used in the 
cutting and welding of steel, iron 
and other metals. Other gases 
produced are nitrogen, hydrogen 
and carbo-hydrogen and medical 
oxygen and anesthetic, while 
carbon-dioxide, dry ice and pro- 
pane, purchased from others, are 


distributed. The company also 


manufactures welding equipment, 
etc. Subsidiaries manufacture 
oxygen and acetylene in Canada, 
Colombia and Venezuela. Capitali- 
zation consists of funded debt of 
$4,700,000 ; 414% cumulative pre- 
ferred, 30,800 shares outstand- 
ing; 434% preferred, 15,000 
shares outstanding; and 1,3835,- 
607 shares of common stock out- 
standing. 


Ward Baking Company 

I understand that Ward Baking Com- 
pany was affected by a labor dispute re- 
cently and am wondering how this work 
stoppage was reflected in recent earn- 
ings. C. E., Westlawn, Pa. 

Operations of Ward Baking for 
the 28 weeks ended July 9, 1949, 
resulted in a decrease in sales of 
$3,339,503 to a total of $40,754,- 
684 as compared with the 27 
weeks which comprised the first 
fiscal half year of 1948. Earnings 
per share of common stock for the 
first fiscal half of the year 1949 
were $1.73 compared with $2.07 
in the first fiscal half of 1948. 

The decrease in sales is attrib- 
utable to a 19-week work stop- 
page in the first half of the year 
in the company’s large Bronx and 
Brooklyn plants. This was a con- 
sequence of a labor dispute with 
driver-salesmen employed by six 
New York City baking companies, 
including Ward. The dispute was 
settled and operations in both of 
Wards’ New York City plants 
AUGUST 
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were resumed on July 25, 1949 
under a new two-year contract 
which provides for wage in- 
creases but which does not include 
other demands such as a welfare 
fund, pensions, etc. 

Dividends including extras 
amounted to $1.85 per share in 
1948 and $1.00 was paid on the 
common stock in the first half of 
the current year. 

Funded debt of company con- 
sists of debenture 514s due 1970 
in the amount of $6,292,825. Capi- 
tal stock consists of 544% cumu- 
lative preferred, par $100, out- 
standing 63,952 shares; and 719,- 
930 common shares, par value 
$1.00. 


W. F. Hall Printing Company 

Please advise on financial condition, 
dividends and expansion program of 
W. F. Hall Printing Company. 

F. A., Philadelphia, Pa. 

Consolidated net earnings of 
W. F. Hall Printing Company for 
the fiscal year ended March 31, 
1949, increased moderately to $2,- 
882,182, or $2.88 per share on the 
1,000,000 common shares out- 
standing, as compared with $2.70 
per share for the previous year. 
The improvement in net earnings 
was due primarily to an increase 
in sales and a gain in operating 
efficiency. 

While consolidated sales gains 
for the year were the largest in 
the company’s history, all costs 
continued to advance. The pro- 
vision for depreciation, because 
of net additions to plant and 
equipment, increased to $763,927, 
as compared with $627,883 for 
the previous year. Repairs and 
maintenance increased to $1,640,- 
003 from the $1,457,780 expended 
in the previous fiscal year, largely 
due to higher costs and increased 
wear of production facilities. 

The consolidated balance sheet 
shows a sound and liquid finan- 
cial position. Net working capital 
amounted to $8,695,699 and the 
current ratio was 2.83 to 1. The 
book value of the common stock 
increased to $18.10 per share. 
During the fiscal year, the com- 
pany paid the regular dividend of 
$1.00, plus an extra dividend of 
25c per share on the common 
stock, which in all amounted to 
$1,250,000, and $1,632,182 was 
retained and invested in the busi- 
ness. It has been the policy of the 
company to declare dividends in 
amounts consistent with the earn- 
ings of the company and the de- 
sired improvement in its financial 
position. 

An extensive plant expansion 


and modernization program was 
begun shortly after the end of the 
war. During the fiscal year the 
company expended nearly $3 mil- 
lion for capital additions, raising 
the total of such spending for the 
last three years to nearly $10 mil- 
lion, and it is estimated that ap- 
proximately $1 million will be ex- 
pended subsequent to March 31, 
1949 to complete the program and 
insure more efficient operations. 

These capital expenditures, 
amounting to 1.16 times the net 
earnings in the three-year period, 
were partly responsible for the 
results achieved in the past year. 
As far as can now be foreseen, re- 
sults for the first six months of 
the current fiscal year should be 
reasonably satisfactory. Beyond 
that, it is difficult to make a fore- 
cast. 

Container Corporation of America 

Please furnish information as to re- 
cent earnings, dividends and working 
capital position of Container Corpora- 
tion of America. 

S. R., South Bend, Indiana 

Consolidated earnings of Con- 
tainer Corporation of America 
for the six months ended June 30, 
1949, after provision for Federal 
income taxes, netted $3,609,840 
equal to $3.45 per comon share, 
compared with first half of 1948 
net earnings, after Federal in- 
come taxes, of $4,215,911 equiva- 
lent to $4.05 per share. 

Comparison of net earnings for 
the most, recent quarter ended 
June 30, 1949, showed a decline 
to $1,635,527 or $1.56 per com- 
mon share from $2,103,081 or 
$2.02 per share in the same quar- 
ter of 1948. 

Sales for the six months ended 
June 30, 1949, were $55,362,920 
compared with $65,063,188 for 
the corresponding period of 1948, 
a decrease of 14.9%. 

Working capital increased $1,- 
789,319 and earned surplus $1,- 
184,184 since the first of the year. 

An amount of $2,026,327 has 
been set up as a reserve for ad- 
justments. A substantial portion 
of this amount is represented by 
a reserve for maintenance which 
will be expended in the last six 
months of the year. 

Dividends including extras to- 
taled $4.50 a share in 1948 on the 
common stock and three quarterly 
dividends of 75c each have been 
declared thus far in the current 
year. Company ranks as one of 
the leading producers of liner- 
board, boxboard, drawboard, cor- 
rugated and solid fibre shipping 
containers, folding cartons and 
paperboard cans. 
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By E. K. A. 


Non-durable goods production leveled off in May and June 
following a sweeping decline in preceding months, says the 
Federal Reserve Board in its latest report on the trend of in- 

dustrial production, Activity 
fs 7 , 
in textile, paper, rubber, 
chemical and petroleum 











BUSINESS ACTIVITY 


PER CAPITA BASIS roducts industries which 
M. W. S. INDEX bad been substantially cur- 
aye tailed earlier, has shown a 
ion smaller decline or little 
change since April, and out- 

7 put of most other non- 

190 durable goods, mainly foods, 


has continued at a high level. 
7 In a few industries, notably 


{80 — — wool and rayon tex- 

tiles, production has shown 

| J recoveries from the sharply 
reduced April rate. 

170 — However, durable indus- 


tries continued to decline, 
particularly steel. Hence the 
Board's index of industrial 
production in June dipped to 
169%, of the 1935-39 aver- 
age from 174%, in May and 
a postwar high of 195%, last 
November. This drop has 
been foreseen and a similar 
decline is anticipated for 
July which may witness a 
temporary low at around 
165%, and possibly a trifle 
lower. Thereafter, seasonal 
forces are likely either to halt 
the downtrend or produce a 
temporary reversal. 

The mainly seasonal busi- 
ness recovery which seems to 
be developing now will, 
however, have to gain con- 
siderable vigor if it is to carry 
through into 1950. Later in 
the year, seasonal factors 
will adversely affect activity 
in the automotive, farm 
equipment and construction 
industries and it is question- 
able to what extent the re- 
sultant downpull can be off- 
set by the upturn in soft 
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goods. In automobiles, particularly, it is pretty much of a guess 
how much of a winter decline there willbe. If it is fairly pro- 
nounced, overall business will again slide off until spring, a 
development that would be in line with current general expec- 
tations. Still the final low should not be more than 10 to 15 
points below the June level. 

Business sentiment, meanwhile, is improving. Most business 
men seem to feel better about the outlook than they did earlier 
this year. This is evident in the stronger tone that has developed 
in several markets, with buyer interest more marked and with 
less inclination to haggle over prices. In some fields there has 
been a real improvement in new orders and production, and 
though it may be merely seasonal it had a bolstering effect 
on psychology. 

Inventories are still a problem in some industries and pur- 
chasing agents say it will take another thirty to sixty days to 
clear these excess stocks. In contrast, there are virtually no in- 
ventories elsewhere, and here only a small amount of new 
business is sufficient to bring about a noticeable pick-up. 


Signposts on the Price Front 


Notable signposts on the price front are that (1) wholesale 
commodity prices since mid-June have held within a very nar- 
row range, and (2) the commodity futures price index has 
steadily worked higher. The former may be explained by the 
fact that industrial buying earlier this year almost everywhere 
was cut to a point far below current requirements, now forcing 
many buyers back into the markets to maintain adequate work- 
ing stocks even for current lower output volume. 

The rise in commodity futures, implying the belief in higher 
prices in the months ahead, may well be related to the Adminis- 
tration’s reflation program promising another inflationary “shot 
in the arm.” While it will take time for such measures to be 
effectively felt, it is also possible that the very anticipation of 
another inflationary boost is bringing about a gradual revision 
of ideas over the future price trend. 

Still it is difficult to have firm ideas about what lies ahead 
pricewise. Supplies everywhere are ample, particularly in agri- 
cultural commodities where the threat of huge surpluses re- 
mains. Whether they can be digested without further price 
declines—despite high price supports and new inflationary 
measures—is at least questionable. However, the better tone 
currently prevailing in commodity markets is worth watching 
not only from a price viewpoint but also from the standpoint of 
business Hata eg Psychology has played an important part 
in the recession and any real improvement in sentiment could 
cut short the downswing sooner than presently allowed for. It 
would be more comforting, however, if the better tone reflected 
actual business improvement rather more than vague anticipa- 
tion of another inflationary shot. The evidence thus far does 
not fully clarify the point. 
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MONEY AND CREDIT—For the first time since the winter of 
1945 our Common Stock Index has advanced for six consecu- 
tive weeks without even a minor reaction; yet during this period 
has recovered only 74% of the previous five-weeks’ decline 
and, at closing prices on July 29, was still down 3.5% from the 
first of the year, with 21 of our 46 sub-group indexes actually 
up on the year. During the fortnight ended July 29, nine of the 
sub-group indexes made new highs for various periods, as 
tabulated on the second page following. N. Y. bank stocks, 
corporate bonds and preferred stocks of investment rating and 
foreign government dollar bonds were firm; but U. S. Govern- 
ment bonds declined fractionally. British government bonds in 
the London market sank to the lowest level since Dunkirk. Short 
interest as of July 15 in stocks listed on the N. Y. S. E. was the 
largest since Feb. 20, 1933, and, in relation to the volume of 
trading, was the largest in eighteen years. Brokers’ loans on 
non-Government securities have declined $266 million, or 38%, 
in the past three weeks. Corporate working capital reached a 
record total of $65.8 billion on March 31—$3.1 billion greater 
than a year earlier. Commercial paper rates have been reduced 


' g%. In the fortnight ended July 20, commercial loans by 


weekly reporting member banks continued to decline; but this 
was more than offset by larger purchases of U. S. Government 
and other securities, so that earnings assets are again a little 
larger than a year ago. Government deposits with weekly re- 
porting member banks have dropped to $532 million below a 
year ago. The Government has thus decided to resume deficit 
financing on Aug. 4, for the first time in over three years, by 
offering $200 million more of 90-day bills than mature on that 
date. This expedient will be continued from time to time until 
September, when some big new issues may be offered. Record 
automobile sales boost earnings of finance companies. 


TRADE—Decline of 11% below last year in department store 
sales during week ended July 23 has widened to 5°, the cumu- 
lative decline for the year to date; but, starting with the fourth 
quarter, annual comparisons are likely to become progressively 
less unfavorable; since it was in October of last year that the 
sales boom began to ebb. Britain's foreign trade deficit rose in 
June to $217 million, largest since Sept., 1947, with imports 
rising to a record level to the accompaniment of a slump in 
vital dollar shipments to the U. S. of items such as automobiles, 
tractors, textiles and pottery. She hopes to arrange a $600 
million bilateral trade deal with Japan. It is estimated that the 
25% cut in British Commonwealth imports from dollar area 
countries may amount to an annual reduction of around $800 
million, or 6%, in our total exports. It is reported that smuggling 
of West Germany's production to communist nations of eastern 
Europe amounts to over $400 million annually. This amounts to 
about 40%, of Germany's legitimate exports and to half of 
what our people are taxed to subsidize West Germany. 


INDUSTRY—Slump in new orders arrested in May; but furni- 
ture and machine tool orders continued to decline in June. Busi- 
ness activity picks up a bit during the week ended July 23, with 
the margin A decline below last year narrowing to 5.3°%/,. Auto- 
mobile production and construction continue at record levels. 
Simons for cotton and rayon textiles is picking up; but woolen 
cloth has been reduced in price. Refrigerator and storage bat- 
tery makers are also doing a little better. Earnings of fire and 
casualty companies benefit from lower prices; since premium 
income is still largely from earlier policies. 
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COMMODITIES—Commodity futures, with the notable excep- 
tion of corn, were generally higher during the fortnight ended 
July 30. Spot prices also advanced, except for cotton and 
hides. Anticipated storage shortage has not developed. Private 
interests have provided more space while the Government is 
still talking about the “crisis.” Farmers are thus not hurrying 
to market their crops. 








0} 
o, 


Basic business indicators suggest that the thus far relatively 
mild Recession may have struck bottom, for the time being 
at least. Personal incomes in the aggregate are still larger than 
a year ago, despite a considerable increase in unemployment. 
With automobile production and construction activity at record 
heights, demand for metals is again expanding, to in accom- 
— of rising prices for lead, zinc and copper. The possi- 

ility of another upsurge in business activity and prices is of 

such vital general interest that recent developments seem well 
worth reviewing here in greater detail. 
*  * * 


New Orders booked by manufacturers picked up a little in 
May, due mainly to a small seasonal rise in nondurable goods 
lines. Orders for durables were virtually unchanged from April; 
but the decline below last year narrowed to 20%, from 29%, 
in April. This was because new orders for durables dipped 
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Latest Previous - 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—$b (e) June 1.31 1.18 IU 1.55 (Continued from page 495) 
Cumulative from mid-1940....... || June 383.4 382.0 369.2 13.8 sharply “a May of 1948, to a level which 
FEDERAL GROSS DEBT—$b July 20 253.2 --<252.9- 2533 55.2 | turned out to be the low point of the year. 
siatideeaildinsian, May orders for iron and steel products were 
al ° . ° 
Demand Deposits—94 Centers July 20 44 46046720. | 1 sega ago Sager oar 70 
Currency in Circulation... | July 27 27.3 27.4 27.8 10.7 | the other hand, were only 13% below last 
BANK DEBITS—13-Week Avge. year, compared with a drop of 19% in 
New York City—$b. een July 20 887 884 8.60 4.26 | April. Urban Building Permits rose in 
Ota Cmente _. | July 20 12.02 12.03 1232 7.60 | May to 1% above last year, compared 
with a 5%, decline for 5 months. 
PERSONAL INCOMES—$b (cd3) May 214 214 211 102 * * 
Salaries and Wages... | May 138 139 135 66 Manufacturers’ Shipments of durable 
Proprietors’ Incomes ..........------_ | May 47 46 49 23 goods in May were 3% ahead of the like 
Interest and Dividends May 17 17 - 16 10 month last year, owing to a 34%, leap in 
Transfer Payments _........... May 12 12 ll 3 automobiles and equipment; but nonferrous 
(INCOME FROM AGRICULTURE) May 23 22 25 10 metal products were off 22%. Due mainly 
to a 24%, drop in textile mill products, May 
CIVILIAN EMPLOYMENT—m (cb) June 59.6 58.7 61.3 51.8 | shipments of nondurables were 8°, under 
Agricultural Employment (cb)... | June 9.7 9.0 9.4 8.8 | last year; but beverage shipments jumped 
Employees, Manufacturing (Ib)... | June 15.1 15.0 16.1 138 | 31%. 
Employees, Government (Ib)... June 5.8 5.8 5.6 4.6 * ah * 
UNEMPLOYMENT—m (cb) ae 38 33 22 3.8 Backlogs of unfilled orders for durable 
goods at the end of May were 17%, smaller 
FACTORY EMPLOYMENT (1b4) Sain 145 145 158 147 than a year earlier, with iron and steel prod- 
Durable Goods Leta 165 166 184 175 ucts reporting a decline of only 7% and 
Non-Durable Goods... | June 128 127 137 123 machinery 16%; but backlogs in other 
FACTORY PAYROLLS (1b4) May 329 336 359 198 durable goods lines slumped to 42% below 
last year. 
FACTORY HOURS & WAGES (1b) ie * * 
Weekly Hours de 38.6 38.3 299 403 The few isolated reports on new orders 
Hourly Wage (cents)... | May 137.5 137.6 130.1 78.1 booked during June, however, are not too 
Wonkly Waod 16) 3) 5 tt May 53.08 52.70 51.86 32.79 | encouraging. Machine Tool orders drop- 
ped to a new post-war low—15%/ below 
PRICES—Wholesale (1b2) July 26 152.8 1543 169.1 92.5 | May, and 35% under a year ago; yet ship- 
Retail (cdib) May 188.4 189.2 192.1 116.2 | ments reached a new 1949 high. In conse- 
quence, backlogs at the end of June were 
COST OF LIVING (1b3) June 169.6 169.2 171.7. 110.2 | equivalent to only 3!/2 months’ shipments, 
Food June 204.3 202.4 2141 113.1 | compared with 4.4 months’ at the end of 
penton June 190.3 191.3 196.9 =—-113.8 | May. 
ent * . * 
ease ee ott ee eee Furniture orders booked by manufac- 
RETAIL TRADE—$b turers in June were 17°, smaller than during 
Retail Store Sales (cd). June 10.74 10.80 10.87 4.72 | May and 37% below last year, compared 
Durable Goods ee June 3.42 3.39 3.15 1.14 | with a six-months’ drop of only 23%. How- 
Non-Durable Goods ......__... | June 7.32 7.41 7.72 3.58 ‘| ever, retail sales have topped manufactur- 
Dep't Store Sales (mrb).._. June 0.73 0.82 0.82 0.49 | ers’ orders during the past few months, indi- 
Retail Sales Credit, End Mo. (rb2).... June 8.16 7.96 7.07 5.46 | cating that dealers have been lightening 
Leer RE et inventories. If this discrepancy persists much 
ene Sg mh a we “ai a tone eevee ae be a recovery in 
Durable Goods | May 206 206 267 221 Rucitaae ate “i orgies oy 
Non-Durable Goods May 200 188 230 157 Construction expenditures during the 
Shipments (cd2)—Total || May 317 315 328 187 first half reached a new high record—4%/, 
Durable Goods «| May 365 37! 353 227 above the like period last year. Urban 
Non-Durable Goods May 289 283 314 158 dwelling starts in June were 5°%/, ahead of 
May and 2% above June, 1948. Last year, 
BUSINESS INVENTORIES, End Mo. dwelling starts peaked in May. 
Total—$b (cd) May 52.5 53.7 51.2 28.6 * * * 
Manufacturers’ May 30.8 31.2 29.4 16.4 The Commerce Department estimates 
Wholesalers’ May 19 8.2 78 4, |that expenditures on new Plant and 
Retailers’ May 13.8 143 14.0 s.1 | Equipment during the third quarter will be 
Dept. Store Stocks (mrb)__.._-===-=ss«|. May 2.1 2:3 2.3 1.4 only 5% below the like period last year. Ex. 
pansion of plant capacity by the Utilities 
BUSINESS ACTIVITY—1—pc July 23 154.0 153.4 165.2 141.8. | during the first half was 33% more than 
{M. W. S.)—l—np July 23 177.2 1764 187.1 146.5 | last year. 
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Latest Previous Pre- 
LOOK Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
INDUSTRIAL PROD.—1—np (rb) June 169 174 192 174 * * * 
Mining .......... June 134 146 159 133 While D t + St Sales in June 
| whi ile Department Store Sales in 
ch Durable Goods Mf t...00-————— _ | June 194 201 222, 220 ta to 11°, below the like month last year, 
e year. Non-Durable Goods Mfr... June 161 14] 169 151 | i ‘| | h h h 
i woul sales by all retail outlets throughout the 
h 45% CARLOADINGS—t—Total . July 23 718 724 882 833 Nation were off only 1%, with nondurable 
bis a Manufactures & Miscellaneous... | July 23 321 322 372 379 goods down 5% while durables were actu- 
Siebel Mdse. L. C. L July 23 85 85 9 156 ally up 5%. The later was due to a 35%- 
9°), in Groin _...- July 23 a e Bi 43 __ | above-last-year jump in automobile deliv- 
‘ose. in |p | ELEC. POWER Output (Kw.H.)m July 23 5,462 5,342 5,342 3,267 __| eries. Excluding Automobiles, total sales 
npared ——— | experienced a decline of 7%, while other 
SOFT COAL, Prod. (st) m July 23 7.0 6.6 12.3 10.8 durables slumped 12%. In fact automobiles 
Cumulative from Jam. bccn July 23 244 267 322 446 | “lye . ° 
South and filling stations, which accounted -for 
tocks, End Mo — . | May Faer 65.2 47.0 61.8 | = z 
lurable | —— | 23%, of all retail sales, were second only to 
he like PETROLEUM— (bbls.) m | | food and beverages, for which 33% was } 
eap in Crude Output, Daily. | July 23 4.7 4.7 5.4 4.1 | received. 
ferrous Gasoline Stocks July 23 110 1 101 84 * & « 
sented Fuel Oil Stocks | July 23 69 68 48 94 This hel lain th t wh 
| y Heating Oil Stocks | July 23 70 69 5I 5 CO is helps to explain the mystery of why 
s, May —_———— | department store sales have fallen off so 
under LUMBER, Prod. (bd. ft.) m July 23 713 509 743 632 | sharply while total Personal Income still 
umped Stocks, End Mo. (bd. ft.) b.... | May a2 760 76 126 | facili: “aallsanne Riaet year. People en simply 
STEEL INGOT PROD. (st.) m | June 6.50 7.59 7.27 6.96 | going without some things in order to buy a 
lurable Cumulative from Jan. |e | June 45.9 39.4 43.1 74.7 | new car. - 7 . 
smaller |f | ENGINEERING CONSTRUCTION | | _ =| 
| prod- AWARDS—$m (en) | July 28 132 159 114 94 As long as the principal metal-using in- 
/ and Cumulative from Jan. bon | July 28 4,579 4447 3,914 5,692 | dustries are booming, a business recession 
| r | €an not go very far. tion 
vine [pp herweny | will pl a bi 
, Borow Paperboard, New Orders 'st)t........... | July 23 152 146 159 165 Smeerbe y w 5 r. [ne Big 
U. S. Newsprint Consumption (st)t... | June 443 496 419 352 | question Bow will automobile sales do 
4 Do., Stocks (mpt), End Month........ | June 688 = 664. «Ss s«538=—523_| likewise?” Some think they will. If not, a 
oe Hosiery Production (pairs) m............ | May 132 134 146 150 | fourth round of wage increases, added to 
10t too Footwear Production (pairs)m......... | May 35.0 376 30.9 34.8 | deficit spending, could touch off another 
rors Whiskey, Domestic Sales (tax gals.)m | May 5.7 3.4 3.3 8.1 | Inflation Spiral. 
elow i 
ot ship- b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept., 
conse- seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—I00), using Labor Bureau and other 
e were Data. e—Estimated. en—Engineering News-Record. I—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau 
ments (1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—100). It—Long Tons. m—RMillions. mpt—At Mills, Publishers, 
{ and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
end o Per Capita Basis. rbh—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
oo THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
during No. of —————_ 1949 Indexes ————— |_ (Nov. 14, 1936, Cl—100) High L 
: ; - ‘14, 2 Cl g ow July 22 July 29 
\pared Issues ‘1925 Close—!00) High Low  July22 July29 | 100 HIGH PRICED STOCKS... 80.68 7082 7589 76.18 
"How. |f | 320 COMBINED AVERAGE ..... 127.6 108.0 1165 117.0 | 100 LOW PRICED STOCKS... 146.36 119.71 129.71 130.17 
factur- 4 Agricultural Implements .......... 200.0 162.1 179.6 180.3 6 Investment Trusts 0 60.3 53.9 59.1 59.3 
s, indi- 10 Aircraft (1927 Cl—100)..._ 175.3 138.2 140.0 146.0 3 Liquor 1927 Cl—100) 688.2. 602.9 674.0 682.8 
ttenin 6 Air Lines (1934 Cl.—100) __ 454.7 366.1 454.7A 447.0 10 Machinery ceca ia Sa a ee 115.9 126.2 126.3 
g 6 Amusement nine 93.4 75.7 84.5 83.1 3 Mail Oider ____ _ 104.9 87.1 98.0 99.2 
s much 12 Automobile Accessories ...... 188.9 145.2 164.0 166.5 3 Meat Packing 0 79.9 63.3 64.3 66.1 
very in 12 Automobiles ............ Ae ee eoed 21.3 23.7 24.0 12 Metals, Miscellaneous _.. 158.1 122.0 131.7 129.5 
3 Baking (1926 Cl—100).... 19.7 18.1 18.8 19.0 4 Paper 37.3 27.9 31.0 30.7 
3 Business Machines ............... 237.4 209.0 227.8 233.9 29 ‘Petroleum... AR 207.1 227.7 2277 
h 2 Bus Lines (1926 Cl—100)_. 133.5 118.3 128.3 126.7 21 Public Utilities — 118.5 4 : 
ng the i . 102. 117.8 118.5A 
\—4°/ oo ee . 235.2 212.7 226.0 225.5 6 Radio (1927 Cl—100) 26.7 13.6 14.3 14.1 
2 3 Coal Mining 2 . 19.2 11.2 12.0 12.2 9 Railroad Equipment _..... 50.0 36.5 40.5 40.6 
Urban 4 Communication... 39-4 31.8 34.1 33.9 24 Railroads 234 175 183 183 
ead of 13 Construction. _ 58.5 47.4 52.1 52.0 ites tC 214 23.9 25.0A 
t year PP COMGMOIS: 2c oN 284.1 240.7 258.4 260.6 3 Shipbuilding a 144.4 120.0 129.5 129.9 
‘ 9 Copper & Brass.. 95.8 67.4 73.4 73.8 3 Soft Drinks zi _ 367.4 + 298.2 345.9 344.6 
2 Dairy Products ...... 60.0 53.3 60.0A 59.6 14 Steel & Iron. C«*d'0H 2 77.0 84.2 84.1 
eid 5 Department Stores 55.1 49.2 54.5 55.1A 3 Sugar - 485 39.8 42.8 42.8 
imates 6 Drugs & Toilet Articles... _ 154.3 141.6 153.5 150.0 2 Sulphur q 
: : t p 283.0 233.8 271.5 283.0C 
and 2 Finance Companies ......... 278.4 246.1 270.2 277.9 5 Textiles 132.5 100.9 117.8 117.0 
will be Tr POOMGNGS 158.1 146.0 155.8 I58.1A a Wes ea kuooee.- CS 26.6 28.2 28.0 
ar. Ex. 2 Food Stores.____._______ 79.0 58.5 76.0 79.0C 6 Tobacco 77.6 67.1 16.7 174 
ilities 3 Furniture 70.7 54.7 61.4 61.1 2 Variety Stores... 340.3 © «308.3 «338.0 «340.38 
: lass 3 Gold Mining... 733.9 566.3 680.2, 675.6 17 Unclassified (1948 Cl—100) 1053 93.2 100.0 +1007 
New HIGH since: A—1948; B—1947; C—1946. 
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Trend of Commodities 





With a few exceptions, both spot and future commodity 
prices have continued to advance irregularly since our last 
issue. Loadings of grain during the past fortnight were the 
largest on record as farmers, reluctant to sell even at current 
| relatively high prices, rush their crops to storage. Only a month 
ago, grain men were fearing the worst box car and storage 
shortage in history. Now, with the harvest peak past, a moder- 
ate amount of empty elevator space is still available. In mid- 
July, the southwest had 3,361 box cars in “availability reserve.” 
A year ago scarcely a car was idle. Credit for this pleasant sur- 
prise is due partly to crop damage and on-the-ground price- 
support loans; but first prize goes to the cry of “wolf,” which 
alerted the railroads to the danger and bestirred private inter- 
ests to provide ample new storage facilities without waiting for 





the Government to act. And farmers have been paying for the 
new bins with cash: not Government credit. Some observers find 
less wheat stored on the ground than in a decade. The C. C. C, 
however, is going ahead with its plans to construct up to % 
million bushels of additional storage space, saying it will be 
needed for corn. The Government has begun to subsidize com. 
mercial exports of wheat to signers of the international wheat 
agreement. Farmers will be paid the difference between cur. 
rent market prices and the maximum price of $1.80 provided 
for in the pact. Agriculture Secretary Brannan has estimated 
the first year’s subsidy cost at $84 million. Private estimate; 
indicate that last year's cotton crop cost our taxpayers around 
$560 million for ECA exports plus $588 million for the fibe: 
acquired and stored under the support loan program. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo. 6Mo. | Yr. Dec.6 
Aug.!| Ago Ago Ago Ago Ago 1941 
28 Basic Commodities... 239.0 234.8 229.0 246.1 283.4 321.9 156.9 


Date 2Wk. | Mo. 3\Mo. 6Mo. | Yr. Dec.t 
Aug.! Ago Ago Ago Ago Ago 194! 
7 Domestic Agriculture. 294.9 300.5 292.9 286.9 300.3 358.8 1639 












































Il Imported Commodities... 241.7 241.4 235.4 250.7 265.1 291.4 157.3 12 Foodstuffs. 295.4 287.7 280.6 282.4 303.4 384.5 169! 
17 Domestic Commodities... 237.3 230.6 224.9 243.1 295.0 343.3 156.6 16 Raw Industrials. 213.9 212.9 206.7 232.7 286.3 283.0 148! 
RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 

MAY JUNE JuLY AUG. MAY JUNE JULY AUG. 
160 146 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1949 1948 1947 1945 1941 1939 1938 1937 
High ____. 161.5 162.2 1640 95.8 85.7 783 658 93.8 
Low 134.9 149.2 1264 93.6 74.3 61.6 57.5 64.7 


























Average 1924-26 equals 100 


1949 1948 1947 1945 1941 1939 1938 1937 
High _... 139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.4 
Low _.... 122.45 139.83 117.14 93.90 55.45 46.59 45.03 52.63 
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The Motors 





(Continued from page 482) 


results so far reported are on the 
whole excellent. 

At present the industry is still 
working on a good backlog of un- 
filed orders, especially in the 
popular-priced makes where de- 
liveries are still behind, and there 
is evidence that the lag in the 
final quarter may not be as se- 
vere as expected. However, inde- 
pendents may find they are slow- 
ly losing ground as schedules of 
the Big Three are kept closely 
geared to orders on dealers’ 
books. 

No one can accurately foresee 
the extent of possible further 
price reductions in the industry. 
Much will depend on raw mate- 
rial costs, especially steel, now in 
good supply, but equally impor- 


tant is the labor factor. 


Doubtless, considerable new de- 
mand has accumulated, but has 
not yet been translated into actual 
orders because of the persistent 
and firm belief that car prices 
may be slashed as much as 10% 
at the factory by next spring 
when the new selling season will 
be in full swing or perhaps even 
late this fall when demand shows 
signs of tapering off. 


More Price Reductions? 


The industry, of course, is fully 
cognizant of this situation and 
while there is a limit on price re- 
ductions when manufacturing 
costs remain static and when ad- 
vertising and exploitation budg- 
ets must be increased to stimu- 
late volume, it is probable that 
nearly all car makers will insti- 
tute sizable cuts if found neces- 
sary to turn latent demand into 
actual business. This will be done 
even if it means a paring of prof- 
it margins. 

Although there have been suc- 
cessive reductions in prices over 
the last twelve months, these have 
been largely of the experimental 
variety. On the quicker-selling, 
popular models the price cuts have 
been small, perhaps intended to 
test the market at a time when 
buyers were still ready to accept 
almost any car from a manufac- 
turer who could assure immediate 
delivery. 

The next price readjustment in 
the industry may be of major im- 
portance since it no longer is con- 
jecture that the sellers’ market 
1949 
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has disappeared in all but a few 
low priced models. This condition, 
if not already firmly established, 
will surely be in full control by 
the end of the current (Septem- 
ber) quarter. 

Given satisfactory unit volume, 
even at a level of, say, 10% less 
than indicated for 1949, passen- 
ger car manufacturers can do 
well from point of earnings, even 
on lower prices. This is especially 
true of the Big Three because of 
the flexibility of their operations 
at different plants and their su- 
perior dealer organization. 

While 1950 seems unlikely to be 
a year equalling either 1949 or 
1948 from a profit aspect, results 
should be favorable enough to 
suport good dividend payments. 
Moreover, despite the large pro- 
duction of 1949 and 1948, it is a 
misconception to assume that the 
market for passenger cars has 
been saturated. 


Heavy Replacement Demand 


First, it should be realized that 
compared with an average age of 
automobiles in use of 5.80 years 
in the 1941 pre-war year, the 
average age at present is nearer 
9 years, or only about 3 years 
less than what is regarded as the 
average, useful existence of cars 
as now constructed. Before the 
war it is calculated that between 
5,000,000 and 5,500,000 cars in 
use were more than 10 years old, 
whereas in 1948 between 12,750,- 
000 and 13,000,000 cars were 
being driven which were assem- 
bled more than a decade ago. 

The inference from this is that 
the industry should derive a natu- 
ral flow of new demand from 


‘owners who have been compelled 


to re-enter the market because 
their cars no longer were in 


serviceable condition — had 
reached the ultimate, or junking 
point. 


Thus, there seems to be plenty 
of evidence to support the idea 
that a large buying potential ex- 
ists and that even if the prevail- 
ing level of output and sales is 
not equalled in either 1950 or 
1951, greater emphasis on sell- 
ing, as in prewar years when 
buyers controlled the market, plus 
assurance of price stability will 
mean enough in the way of sales 
to keep profits well above the 
level of 1941. 


Growing Competition 


Rivalry among all manufactur- 
ers will naturally grow keener as 


buyers take command of the 
situation in the market for all 
models. But there is nothing con- 
crete on the horizon, except the 
ever-present labor uncertainties, 
to justify real bearishness over 
prospects, especially if this view- 
point is adjusted to the prevail- 
ing market level for motor stocks. 

Obviously, the recent better- 
ment in market sentiment 
towards motor stocks, punctu- 
ated by new 1949 highs by Gen- 
eral Motors, leader of the Big 
Three, and by Studebaker, now 
at about the top of the independ- 
ent list, indicated strongly that 
the earlier poor performance of 
the motors had thoroughly dis- 
counted the slump in earnings ex- 
pected in the final quarter and in 
the early part of 1950. 


“Big Three”’ to Gain 


By the end of next year, it is 
estimated, General Motors, whose 
percentage of new passenger car 
registrations in the industry de- 
clined to about 40.75% in 1948 
will have returned very close to 
the 47.30% figure of 1941, with a 
relative gain by Chrysler, but 
with Ford’s participation only 
slightly altered. Any such prog- 
ress, necessarily, will have to be 
made at the expense of independ- 
ents, all of which is added rea- 
son why new commitments in 
automobile shares should be 
largely restricted to the impor- 
tant and dominant companies. 

Without question, a keenly com- 
petitive market in the automobile 
field is an early prospect, follow- 
ing the expected seasonal drop in 
pasenger car demand after sum- 
mer. It doesn’t mean that the bot- 
tom will drop out of the auto mar- 
ket, far from it; replacement de- 
mand alone will assure a con- 
tinued good level of operations 
and sales. But for the independ- 
ents it will mean harder sledding; 
even the “Big Three” may have 
to be content with somewhat 
smaller profit margins. Together 
with diminishing sales volume in 
most categories this will eventu- 
ally mean lower earnings but 
these should still compare favor- 
ably with al but recent abnor- 
mally high standards. And a 
fairly high operating rate in the 
auto industry will mean an im- 
portant prop to the economy as a 
whole, to the steel industry, the 
accesories makers and the numer- 
ous supplying industries which 
cater to the automobile manu- 
facturers. 
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has been made is finding reflec- 
tion in current earnings trends. 
As a case in point, it may be 
noted that Johns Manville in- 
creased earnings in the first quar- 
ter to 97 cents a share from 77 
cents in the corresponding period 
last year notwithstanding a strike 
in its Quebec asbestos mines 
which shut off supplies from this 
source for about half of the three 
months. Operation of new facili- 
ties completed late last year ac- 
counted primarily for improve- 
ment in the first quarter and ap- 
parently helped sustain results in 
the second three months. 

The fact that American Radia- 
tor was able to expand sales last 
year 135 percent over 1939 on a 
16 percent enlargement in gross 
plant account could be attributed 
partly to benefits of more efficient 
productive facilities as well as a 
generally higher price level. U. S. 
Gypsum has been a recognized 
leader in production efficiency and 
has continued to show outstand- 
ing progress in holding down 
costs. 

Among the various classifica- 
tions of products, it may be ob- 
served that cement companies ap- 
pear to be enjoying most satisfac- 
tory results. Demand has been 
sustained on a relatively better 
level in this division than in most 
others. This experience may be 
attributed to the fact that public 
works projects, which have shown 
a notable uptrend this year, 
ordinarily require large quantities 
of cement. Moreover, non-resi- 
dential construction, including in- 
dustrial plants and utilities, has 
slackened only moderately and 
work of this type is important in 
cement consumption. Road con- 
struction, too, has shown a ten- 
dency to accelerate. In addition, 
even in residential building, con- 
tractors have been substituting 
cement for lumber wherever pos- 
sible because it is susceptible to 
lower labor costs. All in all, the 
outlook for cement producers re- 
mains promising despite an in- 
crease in the industry’s produc- 
tive capacity and its traditional 
vulnerability to keen competition. 

Producers of plumbing mate- 
rials and heating equipment en- 
countered a pronounced drop in 
orders toward the end of last year 
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and demand remained subnormal 
through the first quarter of this 
year, but the readjustment ap- 
pears to have been largely com- 
pleted and a normal seasonal pat- 
tern probably has been restored. 
Price competition has shown little 
evidence of undermining profit 
margins. Manufacturers have rec- 
ognized the unlikelihood of ob- 
taining wage reductions with 
which to bring down costs and 
have preferred to curtail output 
when inventories have accumu- 
lated to excessive proportions. 
While margins have been reduced 
as a consequence of lower volume 
(and higher unit costs), they 
have not been seriously impaired. 


Orders for roofing materials 
began to decline sharply about the 
middle of the fourth quarter last 
year and remained at exception- 
ally low levels through the early 
months of this year, but began to 
improve noticeably in April and 
May when distributors’ inven- 
tories had been thoroughly liqui- 
dated. Asphalt and asbestos ma- 
terials also experienced a read- 
justment at about the same time, 
but gypsum sales were main- 
tained on a relatively higher 
plane until late in the first quar- 
ter this year, when this division 
of the industry felt effects of a 
slower construction pace. 


With seasonal influences again 
operative, it would be reasonable 
to expect building materials man- 
ufacturers to reach a peak this 
month and prepare for a lower 
rate of operations through the re- 
mainder of the year. Accordingly, 
investors soon may be able to 
judge values of stocks in this in- 
dustry on basis of more realistic 
earnings. In other words, the 
vague element of abnormal profits 
(as in 1948) so difficult to evalu- 
ate is gradually disappearing. As 
a result, it may be reasonable to 
suppose that earning power based 
on productive efficiency may at- 
tain a higher market appraisal 
than in the period since 1946 
when investors lacked a depend- 
able measurement for profits in- 
duced by boom conditions. 
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Finances? 
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capital needs. All of which ex- 
plains the drastic and extended 
drop in business loans by the bank- 
ing system; business for the time 


being at least has become largely 
self-financing. 


There are, of course, the usual 
exceptions, just as the favorable 
composite picture of industry’s 
capital position shown by the quar- 
terly SEC compilation may not be 
typical of many corporations par- 
ticularly affected by price slumps 
and declining sales. Hence a re- 
view of recent shifts in working 
capital position of individual com- 
panies, as shown in the accom- 
panying tabulation, is of interest. 


This sampling of twenty corpo- 
rations show that the current ratio 
improved in fifteen cases, nar- 
rowed in four while in one case 
there was no change, Net working 
capital was higher in fourteen in- 
stances, lower in five and un- 
changed in one. Cash holdings rose 
in ten cases and declined in seven. 
On the ofher hand, nine companies 
showed smaller inventories ; eleven 
showed increases. On the whole, 
this follows the general trends dis- 
cussed before. Individual experi- 
ences, however, often diverge con- 
siderably. 


Armour & Co. 


Take Armour & Co., for ex- 
ample. Between May 1, 1948, and 
April 30, 1949, net working capital 
increased from $122.1 million to 
$148.2 million, but the current 


‘ ratio widened only modestly from 


1.9 to 2.1. The reason is that while 
current assets rose from $253 to 
$288 million, current liabilities 
also gained, from $131 million to 
$140.4 million. The company’s 
cash position was materially 
strengthened, rising from $20.8 


- million to $34.4 million. Receiv- 


ables rose over $16 million and in- 
ventories about $7 million. On the 
liability side, the biggest increase, 
$21 million, occurred in notes pay- 
able, and there was an $11 million 
decrease in tax reserve. The in- 
crease in cash and in working 
capital was not accomplished, 
however, without a sizable in- 
crease in long term debt but part 
of the proceeds is also reflected in 
a $13 million rise in net fixed as- 
sets. In other words, both working 
position and fixed assets have 
been strengthened through as- 
sumption of additional long term 
debt; as a result, the equity of the 
eT stock has declined some- 
what. 


International Shoe on May 31 
showed little change in net work- 
ing capital or current ratio from a 
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year ago, but there has been a 
fairly substantial rise in inven- 
tories, from $45.9 million to $54.7 
million, and a $6 million drop in 
accounts receivable. Cash declined 
by $700,000. In other words, while 
customers liabilities were progres- 
sively reduced, inventories ac- 
cumulated in the wake of lagging 
sales. With larger inventories and 
less cash, the relatively narrow 
shrinking of the current ratio 
from 4.5 to 4.3 does not fully re- 
flect the lessened liquidity that has 
occurred. 


By way of contrast, the over $5 
million drop in net working capi- 
tal of Wesson Oil & Snowdrift Co. 
was almost entirely due to a sharp 
decline in cash assets. Between 
May 29, 1948 and May 28, 1949, 
cash holdings shrank from $14.4 
million to $7.9 million, and securi- 
ties holdings of $3 million were 
liquidated. Altogether, cash assets 
shrank some $9.5 million, receiv- 
ables were down about $800,000 
and inventories were up nearly $2 
million. Current liabilities de- 
clined from $15 to $12 million 
while current assets showed a drop 
of $8.5 million. But while the cur- 
rent ratio widened from 3.9 to 4.2, 
liquidity is certainly not what it 
was. A year ago, current liabilities 
were more than 100% covered by 
cash and government securities; 
the coverage today is only about 
65%. This is still adequate, to be 
true, but the status of inventories 
which now constitute about 60% 
of current assets against less than 
50% a year ago, assumes height- 
ened importance particularly from 
the standpoint of loss vulnera- 
bility. An inventory write-down of 
$6 million was found necessary 
earlier this year but the situation 
now appears pretty well stabilized. 


Since the periods covered in our 
tabulation coincide with.a phase 
during which plant expansion was 
a common experience, it is not sur- 
prising to find that seventeen of 
the twenty companies sampled 
showed increases in net property 
accounts. Only three, however, 
had a noteworthy increase in long 
term debt, and only a small hand- 
ful showed moderately larger capi- 
talizations. But fourteen, never- 
theless, showed an increase in 
total assets. 


Generally speaking, a variety of 
causes have been working toward 
greater corporate financial 
strength and liquidity. One was 
that plant expansion programs 
had largely been completed last 
1949 
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year, permitting greater accumu- 
lation of retained earnings in cash 
accounts. Another was the hait in 
inventory accumulation, and the 
mounting trend toward liquida- 
tion of excess stocks while at the 
same time practicing extreme cau- 
tion in new commitments. This 
tended to add to cash, and conserve 
it. Moreover, lower sales and lower 
prices reduced working capital 
needs, thus working funds in most 
cases appear wholly adequate un- 
der today’s conditions. 

But unquestionably there are 
also those, notably among the 
smaller organizations, which are 
feeling the pinch of inadequate 
working capital. Some may be 
plagued by top-heavy inventories ; 
the relation of inventories to cur- 
rent assets and sales are today im- 
portant criteria in judging the 
position particularly of marginal 
companies. Then there is the need 
for streamlining and modernizing 
organizations for the coming com- 
petitive battle; this too costs 
money and eats into working 
funds, particularly painfully so 
when it comes at a time when busi- 
ness is lagging and profits are 
slender or absent. 

Adequate working capital is im- 
portant not only for healthy sur- 
vival during recessive periods but 
for vigorous competition for mar- 
kets when business is on the up- 
grade. Viewed from this stand- 
point, the position of American 
business and industry as a whole 
is encouraging. Corporate finances 
generally are far from strained 
and liquidity is such that the great 
majority of companies should be 
able to weather the recession with- 
out dangerous impairment, if any 
at all, of their financial status. 





Will Farm Equipments 
Continue High Activity? 





(Continued from page 489) 


war improvement programs, 
though creation of term debts at 
low rates was a supplementary 
source of funds. Retention of earn- 
ings, along with cash derived from 
depreciation charges, has gradu- 
ally expanded working capital of 
the leading concerns to record 
proportions. Now that competi- 
tion is becoming normal again, 
the battle to hold trade seems 
bound to bring eased credit terms, 
and the substantial amount of 
working capital should prove ben- 
eficial in the process. International 
Harvester Company, for one, has 











ELECTRIC BOAT COMPANY 
445 PARK AVENUE 
NEW YORK 22, NEW YORK 


The Board of Directors has this day de- 
clared a dividend of twenty-five cents per 
share on the Common Stock of the Com- 
pany, payable September 8, 1949, to stock- 
holders of record at the close of business 
August 19, 1949. 

Checks will be mailed by the Bankers 
Trust Company, 16 Wall Street, New York 
15, N. Y., Transfer Agent. 

R. P. MEIKLEJOHN 
Treasurer 
July 28, 1949 














UNITED STATES LINES 
COMPANY 
Common 


Stock 
}————_ DIVIDEND 





The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable 
September 9, 1949 to holders of Common 
Stock of record August 26, 1949 who on 
that date hold regularly issued Common 
Stock ($1.00 par) of this Company. 

Holders of former stock issues of the 
Company entitled to issuance of Common 
Stock ($1.00 par) in exchange for their 
hoidings will be paid this dividend when 
exchange is made. 

CHAS. F. BRADLEY, Secretary 


One Broadway, New York 4, N. Y. 














FIRTH CARPET 
COMPANY 


New York, N. Y. 
DIVIDEND NOTICE 


The Board of Directors has this day declared 
a regular quarterly dividend of $1.25 per share 
on the outstanding 5% Cumulative Preferred 
Stock, payable September 1, 1949 to stockholders 
of record August 15, 1949. A quarterly dividend 
of twenty-five cents ($.25) per share has been 
declared on the Common Stock, payable Septem- 
ber 1, 1949 to stockholders of record August 15, 
1949. The transfer books will not close. 


Graham Hunter, 
Treasurer. 


May 4, 1949. 














AMERICAN. Standard 


Rapiator Sanitary 
Now York CORPORATION Pittsburgh 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend ot $1.75 per share 
on the Preferred Stock has been declared 
payable September 1, 1949, to steck- 
holders of record at the close of business 
on August 25, 1949. 

A dividend of 25 cents per share on 
the Common Stock has been declared 
payable September 24, 1949, to stock- 
holders of record at the close of business 
on September 2, 1949. 

JOHN E. KING 


Treasurer 
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Goeeese Air Simply check those 
Tonk you own, OR LIST 
Am. Tel. & Tel. 7 OTHERS YOU 
Gen. a OWN, and mail 
Stand. Oil, Ni. this ad to us. We 
FA W., Woolworth will tell you if 

. A clients have been 
Feana. Railroad | advised to Hold or 
Nat’l Cash Reg. Switch them. 

. (Please print your 
Coca-Cola 
se Am. Ai ays mame) 

Stand. Oil, Calif. No cost 
Edis. or obligation. 
Chesapeake & Ohio Write Dept. 
M-78 
, 
BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
waa aaa 





established a new financing. sub- 
sidiary with capital of $20 million 
to handle large scale term credits, 
mindful that in prewar the major 
portion of its sales were made on 
extended terms. 

Mention of International Har- 
vester suggests that its operating 
trends developed since the begin- 
ning of its fiscal year ended Oc- 
tober 30, 1948, in many respects 
are characteristic of the entire in- 
dustry, although the experience of 
other leading concerns naturally 
varies somewhat. Volume of the 
IHC for six months ended April 
30, 1949, reached a record high of 
$482.8 million and net income per 
share rose to $2.72 compared with 
$2.02 in the same period of 1948. 
Increased sales, improved steel 
supplies and a 10% lift in tractor 
prices contributed to improved 
earnings. While sales of trucks 
declined substantially and dollar 
shortages hampered export vol- 
ume, some offset was provided by 
a sharp rise in refrigeration equip- 
ment sales. The company’s post- 
war entry into production of home 
freezers and refrigerators has 
proved highly successful, partly 
due to the rapid expansion of 
farm electrification. The com- 
pany’s reputation for out-of-doors 
equipment has been so firmly es- 
tablished that its promotion of 
home devices has been greatly fa- 
cilitated, especially as they involve 
better utilization of farm products. 

For the first time in 33 months, 
however, April sales of Interna- 
tional Harvester were below the 
same period of the previous year. 
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Furthermore it seems probable 
that this downtrend has continued 
during May and June. It is quite 
possible, accordingly, that volume 
for the fiscal year ending October 
31 may not exceed $900 million 
compared with $945 million in fis- 
cal 1948. The management has 
cautioned that earnings in the 
second half year may be some- 
what below a year earlier, though 
larger dividends received from 
subsidiaries should ease the dip. 
On the other hand, the cost of in- 
troducing an entirely new line of 
trucks a few months from now 
will cut into earnings somewhat. 

Deere & Company, second larg- 
est producer of farm machinery, 
reported volume of $187 million 
in the first half of its current fis- 
cal year, or about $40 million 
higher than a year earielr. De- 
spite prospects that sales may de- 
cline slightly in the second half, 
it is believed that operating mar- 
gins will be more satisfactory 
than last year. Deere has won 
high reputation for efficient cost 
controls and the greater availabil- 
ity of raw materials should aid in 
sustaining ample margins, espe- 
cially as no reduction in prices for 
finished products seems likely. The 
company enjoys a strong trade 
position and its confidence in the 
future outlook is shown by capital 
expenditures of around $65 mil- 
lion in 1949. Net earnings for six 
months ended April 30 showed a 
marked gain, to $5.11 per share 
from $2.86 in the comparable 
1948 period. 

Shares in the farm equipment 
group generally are selling about 
10% below their 1949 highs, partly 
in line with broad stock market 
behavior and partly in reflection 
of reduced farm income and the 
return of a buyer’s market. The 
strong finances of the leading con- 
cerns, however, and widespread 
conservatism in their dividend pol- 
icies, suggest that payments to 
stockholders in the current year 
will vary little from last year’s 
record. 
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on paper. This includes a con- 
siderable amount of duplication, 
and Congress must supply the 
necessary funds over a period of 
years, but nevertheless it illus- 
trates the large amount of work 
lying ahead for the big electrical 
companies. If the utilities falter 





with their program, or if the 
present recession goes deeper, it 
seems likely that the Federal Gov- 
ernment will step into the breach 
with a heavy hydro program, 
Thus the big companies seem as- 
sured of good business in heavy 
equipment for some years to 
come. 

Of the Westinghouse backlog 
of unfilled orders, which in April 
was reported to exceed $650 mil- 
lion, about three-quarters repre- 
sented orders from utility com- 
panies, though normally the pro- 
portion might be around one-half. 
In the case of the leaders in the 
industry, military orders for elec- 
tric motors and electronics goods 
also play an important role. Thus, 
Westinghouse Electric officials 
have predicted that there would 
be a large increase in military or- 
ders, sufficient perhaps to bring 
PH yon volume close to that of 
1948. : 


The Appliance Situation 


But the picture in electrical ap- 
pliances is quite different. Here 
public purchasing power is the 
major factor, with large whole- 
sale and retail inventories a 
temporarily disturbing influence. 
During the war, the average 
householder couldn’t buy many 
appliances, and he accumulated a 
substantial nest-egg of cash ear- 
marked for their purchase. Sales 
of refrigerators jumped from 
264,000 in 1945 to 4,530,000 in 
1948; washing machines from 
251,000 to 4,317,000, and vacuum 
cleaners from 258,000 to 3,368,- 
000. In 1941, before wartime re- 
strictions were clamped down, 
sales of these appliances were re- 
spectively 3,552,000, 1,892,000 
and 1,734,000 units. 

It now looks as though a large 
part of the 1948 sales by appli- 
ance manufacturers were used “to 
fill up the pipe lines’’—i.e. to build 
up wholesale and retail inven- 
tories. Many retailers were over- 
optimistic, and with a temporary 
slump in consumer buying now 
find themselves heavily over- 
stocked with some items. Hence 
price cutting has ensued with dis- 
counts up to 40 or 50%. The proc- 
ess of cleaning house is drastic 
and should be completed within 
a few months, but meanwhile the 
slow-down has “backed up” 
against the factories. Smaller pro- 
ducers, particularly in washing 
machines and vacuum cleaners, 
have had to reduce forces or close 
factories for several weeks. 
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Moreover, the industry has 
been undergoing readjustments 
to bring out new models and new 
lines. The great success of tele- 
vision has diverted a great deal of 
buying from radios and possibly 
from some other accessories. 
Completion of new lower-priced 
models, some without all the ac- 
cessories contained in earlier 
units, is also a factor. The pub- 
lic, glutted with bargains and 
hopeful of still lower prices, has 
been slow to mop up the surplus. 
But there is no doubt that public 
buying power is still large—un- 
employment has not been heavy 
enough to make any real dent in 
it. And expiration of credit curbs 
should further facilitate consumer 
buying. 


Wholesalers’ inventories of 
electrical goods increased stead- 
ily from $110 milion in January 
1946 to $667 million in March 
1949, declining in the next two 
months to $607 million. Yet esti- 
mated total sales at retail (in- 
cluding radios) have been run- 
ning only moderately below a 
year ago in the first five months 
of this year. Total May sales were 
$215 milion compared with $224 
million in the same month of last 
year, and $195 million in May 
1947. Obviously, then, the trou- 
bles of the manufacturers are due 
more to unwieldy inventories 
than a real decline in public buy- 
ing. If allowance be made for 
price-cutting by retailers, unit 
sales to the public are probably 
still making a fair showing, ex- 
cept, of course, that television has 
cut deeply into radio and phono- 
graph sales. 


Retailers’ sales may be expected 
to make a somewhat better show- 
ing from now on as drastic price- 
slashing may have largely run its 
course. Heavy concessions on dis- 
tress merchandise appear likely 
to recede. Nevertheless, it may be 
some months before retailers will 
again be ordering in anything 
like normal volume. Hence pres- 
ent reduced profit margins, lower 
earnings, and reduced dividends 
for makers of light appliances ap- 
pear likely to continue over the 
balance of the year, with an im- 
proved showing next year as in- 
ventory adjustments are com- 
pleted. 


The picture is perhaps not 
quite so clean-cut as indicated 
above. Shipments of refrigerators 
have held up better than for 
washing machines, vacuum clean- 
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ers and light accessories. Thus in 
April, refrigerator shipments 
were 324,000 against 349,000 last 
year. In May, 223,000 vacuum 
cleaners were shipped against 
278,000 last year; and only 214,- 
000 washing machines against 
363,000 last year. The decline in 
production of electric appliances 
other than refrigerators and tele- 
vision has probably ranged be- 
tween 25% and 50%. 


Basis for Long Term Gains 


What is the long-term outlook 
for appliances? Gains will come 
in three ways: (1) through the 
increasing proportion of old 
homes wired for electricity; (2) 
through new houses being con- 
structed; and (38) through in- 
creased use of appliances per 
home. 


The proportion of homes and 
farms now wired for electricity 
is much higher than in 1932; 
there are now over 35 million 
wired homes and farms compared 
with 20 million in the year of the 
big depression. Expansion now 
must come not so much from wir- 
ing of old homes, as from newly 
constructed houses, apartment 
buildings, etc. Many houses are 
now being built on an “all-elec- 
tric” basis, and the use of radiant 
electric heaters is a feature of 
many small new homes. The Gov- 
ernment’s program to aid hous- 
ing, recently passed by Congress, 
will help to maintain residential 
construction activity at a good 
level for some years. Growth 
from these two sources—appli- 
ances for old houses to be wired, 
and from new homes (many all 
electric) will be supplemented by 
increasing saturation in present 
homes and farms. 


Summarizing, the trend and 
outlook for the electric equip- 
ment industry has been mixed. 
The backlog of generators and 
other heavy machinery has re- 
mained large, benefitting General 
Electric, Westinghouse, and some 
others. Makers of household ap- 
pliances, especially washing ma- 
chines, have suffered from an 
over-expansion of inventories and 
the resulting substantial drop in 
orders, price-cutting, etc. 


At this writing, it appears that 
the major portion of the sales 
slump in appliances has occurred, 
with a possible pick-up in the 
offing. In the past, stocks in the 
electrical group have declined ma- 











Atlas Corporation 


Dividend on Common Stock 


NOTICE IS HEREBY GIVEN that a regu- 
lar quarterly dividend of 40¢ per 
share has been declared on the Com- 
mon Stock of Atlas Corporation, 
payable September 20, 1949, to hold- 
ers of such stock of record at the 
close of business August 26, 1949. 


Water A. Peterson, Treasurer 
July 29, 1949. 





























E CAN COMPANY, Inc. 
The third quarter interim dividend of 
twenty-five cents (25¢) per share on the 
common stock of this Company has been 
declared payable September 15, o_ to 
stockholders of record at the close of 
business August 25. 1949. Books will, not 
close 

SHERLOCK McKEWEN, I reasurer. 














E CAN COMPANY, Inc. 
A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%4) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable October 1, 1 49, to 
stockholders of record at the close of 
business September 15. 1949. Books will 
not close. 

SHERLOCK McKEWEN. Treasurer 











TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 75 cents per share and an additional 
dividend of 50 cents per share on the Com- 
pany’s capital stock, payable September 15, 
1949, to stockholders of record at the close 
of business August 23, 1949. 
RICHARD T. FLEMING, 
Secretary 











terially more than the general 
market, reflecting the difficulties 
which the industry had to face in 
recent months, and with the earn- 
ings trend still downward in most 
cases, no early improvement in 
market performance is likely. 
However, current difficulties ap- 
pear fairly fully discounted at 
present market prices. 





Motor Accessories 
Discounted Lower Earnings? 





(Continued from page 485) - 


from the automobile industry it- 
self while others concentrating on 
original equipment probably will 
have to operate with lower mar- 
gins than a year ago. 

One of the favorable aspects of 
the outlook that should not be ig- 
nored or “played down” is the in- 
dication of a continued relatively 
high rate of passenger car output 
for a period longer than had 
seemed probable earlier in the 
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year. Whereas economists had 
been looking for a pronounced 
setback in demand later in the 
year, now observers are putting 
off the time when a customer can 
walk into a sales room and take 
immediate delivery of one of the 
popular “low-priced” models. The 
fact that consumer demand has 
been sustained at a higher level 
than forecast by the experts may 
be traced to these important 
causes: 


(1) Personal income has been 
maintained at a higher annual 
rate than generally had been ex- 
pected with indications that the 
1949 rate may not be greatly be- 
low that of 1948 in spite of larger 
unemployment and shorter work- 
ing hours in many industries. 


(2) Rapid deterioration of ob- 
solete models still being used, 
tending to increase urgency of re- 
placing cars in the 12 to 15-year- 
old classification, of which the 
number now in use is exception- 
ally large. 


(3) Increased dependence on 
automobiles for transportation to 
and from employment. Dispersal 
of plants during war to areas 
not served by traction lines or 
buses encouraged use of automo- 
biles, and this practice has per- 
sisted since the war because of 
convenience thereby afforded in 
traveling between factory and 
home. 


Active Demand for Cars 


Measured by standards of the 
past, demand for motor cars has 
not approached the saturation 
point. It would be only logical, 
therefore, to expect consumer in- 
terest to remain active so long as 
purchasing power continues ade- 
quate and so long as installment 
financing facilities are available. 
Statistics indicate that potential 
demand for new cars is not exces- 
sive in relation to number of old 
models in use (7 to 10 years or 
older) or in relation to number of 
persons gainfully employed. Av- 
erage selling prices of cars have 
increased markedly since the war, 
but are not out of line in relation 
to average annual wages of fac- 
tory workers. Moreover, possi; 
bility of price reductions and 
elimination or reduction of excise 
taxes on new cars would tend to 
enlarge the market and overcome 
consumer resistence. The ratio of 
total installment credit for pur- 
chasing motor cars to average an- 
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nual income has been exception- 
ally low since the war and could 
safely be raised without unbal- 
ancing normal budgets. On the 
whole, the increase in use of mo- 
tor cars is not out of proportion 
to population growth and sales 
potentialities remain basically 
promising. 


While the prospect for record 
production of cars and trucks this 
year—exceeding the 1929 peak of 
about 5.4 million vehicles—is one 
of the favorable factors for ac- 
cessory makers, it must be ad- 
mitted that difficulty in lowering 
labor costs poses a serious prob- 
lem. Numerous small concerns 
which prospered before the war 
because of absence of unioniza- 
tion or because of lower scales 
than enforced in larger plants 
now are faced with the necessity 
of adjusting operations to mod- 
ern standards or of going out of 
business. Tendency since begin- 
ning of the war has been to apply 
standard wage scales to large and 
small companies alike. Moreover, 
union policy calls for demanding 
comparable wage rates for work- 
ers in parts plants with those in 
automobile assembly plants not- 
withstanding the fact that major 
motor car manufacturers are bet- 
ter able to afford a.higher scale. 
Adjustment of wage disputes in 
the next year or two is likely to 
upset earnings calculations on in- 
dividual companies—as in the re- 
cent experience of Bendix Avia- 
tion. It is a factor to bear in 
mind in appraising securities. 


Another important factor to 
keep in view in this industry is 
the prospect for a shift of con- 
sumer preferences for new cars. 
All indications point to the “Big 
Three” gaining an _ increasing 
share of sales. Registrations sug- 
gest that such makes as Kaiser, 
Frazer, Hudson, Nash, Packard 
and Willys-Overland have been 
losing ground. Studebaker busi- 
ness, however, has been well 
maintained and, in fact, this com- 
pany’s style leadership appears 
to have accounted for progress at 
expense of other independents. 
Accordingly, it would be well to 
determine the extent of depend- 
ency of individual accessory pro- 
ducers on orders from smaller car 
manufacturers. 


Likewise it is to be observed 
that truck production this year 
has been running well below lev- 
els of 1948, and it is not strange 
to note that parts makers ordi- 


narily serving truck manufactur- 
ers are experiencing less satis- 
factory results than last year. 


On the other hand, a higher 
rate of production in aircraft in 
connection with enlarged arma- 
ment expenditures explains in- 
creased volume of business for 
such companies as Thompson 
Products, Cleveland Graphite and 
Bendix Aviation (except for a 
strike in one of latter’s principal 
plants). 


Unlike most other industries 
reviewed in this series, the ac- 
cessory parts business defies gen- 
eralizations. Stocks representing 
the industry, although not mov- 
ing in unison, have not fluctuated 
quite so divergently as have earn- 
ings. For the most part, the group 
tends to move in sympathy with 
shares of car manufacturers. In- 
vestors are beginning to show 
considerable discrimination in se- 
lecting issues in this group with 
the result that those which give 
promise of doing well under com- 
petitive conditions have shown a 
better-than-average market per- 
formance. As in other industries, 
earnings and dividend character- 
istics are important guides to 
market trends. Because readjust- 
ment to normal has proceeded so 
far in this group, stocks probably 
are less vulnerable as a whole 
than in the case of car and truck 
manufacturers, but once again it 
is only fair to say that a high de- 
gree of selectivity is important in 
making selections for portfolios. 
On the whole, the varying profit 
potentials have been pretty well 
discounted at current market 
prices. 





Behind the Iron Curtain 





(Continued from page 471) 
management. The hasty nation- 
alization of industries and dis- 
tributive trades has created a 
chaotic situation. There are sim- 
ply not enough competent, relia- 
ble managers available. In Czech- 
oslovakia, for example, this lack 
of competent people has resulted 
in the reduction of output and 
productivity in some industries, 
and in the quality deterioration 
of some Czech export products, 
such as glassware, linen and mu- 
sical instruments. Similarlv, land 
reforms have lowered production 
standards on farms, though lack 
of fertilizers and farm equipment 
have also been factors. 
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It is not without significance 

at the greatest progress toward 
recovery has been made in Po- 
and where, of all satellite coun- 
tries, private enterprise has been 
given the greatest leeway. Small 
manufacturing plants, most of re- 
tail trade, and even some con- 
tracting firms doing reconstruc- 
tion work remain privately 
owned. This may be said about 
the Poles: They have made the 
reconstruction of their country 
their primary objective, and most 
of them simply do not worry 
what economic system is being 
used to accomplish this task. Na- 
tionalization, land reform, and so- 
cial reforms are regarded as sec- 
ondary. As some observers put it, 
the Poles “act”? like communists 
because political expediency 
forces them to do so. But basi- 
cally they are Poles first, and they 
want to see their country rebuilt 
and strong. 


Poles Working Hard 


The results of hard work can 
be seen everywhere. The mines 
and the factories in the Upper 
Silesian Basin. which the Poles 
hope to transform with the aid of 
the Czechs into another Ruhr, are 
working on a 24-hour schedule. 
Industrial production is about 70 
per cent higher than in 1938, and 
the output of coal, now approach- 
ing the annual rate of some 75 
million tons, is more than twice 
that before the war. Warsaw, 
probably the most devastated 
large European city four years 
ago, is rapidly rising from the 
ashes — or more appropriately 
from a huge wasteland of rubble. 
Most of the new city is jerry- 
built, but there is hustling every- 
where, quite in contrast with the 
hew communist Prague or Bu- 
charest. The Polish peasantry is 
also working hard. The Warsaw 
Government has a healthy respect 
for it and land collectivisation 
plans have apparently been 
shelved for the time being. 
Although there has always been 
very little love lost between the 
Poles and the Russians, there is 
less evidence of dissatisfaction in 
Poland of “being sold down the 
river” than in other satellite 
countries. Perhaps the main rea- 
son for this is that the Poles real- 
ze that their retention of the 
so-called ‘Western Territories” is 
dependent upon the Russians. 
These Western Territories are the 
land detached from Germany; 
they are the richest part of to- 
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day’s Poland, and without them, 
postwar recovery would have 
been much slower. 

Poland is probably also the 
only Eastern European country 
where the standard of living of 
workers and farmers has im- 
proved since the war. With this, 
however, communist “reforms” 
had relatively little to do. During 
the war the Germans had ex- 
ploited the country to such an ex- 
tent that when the war ended, 
there was only one way the stand- 
ard of living could go: upward. 


Positions of Satellites Differ 


Contrary to popular view, there 
are considerable economic differ- 
ences between the individual sat- 
ellite countries. There could be no 
greater contrast than that be- 
tween Poland and Czechoslovakia. 
While in Poland there is plenty 
of food, and consumer goods such 
as clothing are quite readily avail- 
able, Czechoslovakia is a country 
where there is a shortage of 
everything, and where food is 
still strictly rationed. The Czech 
communists have concentrated on 
“socialist reforms” rather than 
reconstruction, and with dire re- 
sults. About 95 per cent of the 
country’s enterprises have been 
nationalized, and the remaining 
5 per cent are “existing” in fear 
that they, too, may be national- 
ized at a moment’s notice or with- 
out warning. A private enterprise 
is at the mercy of the national- 
ized enterprises. It cannot obtain 
any credit from nationalized 
banks and it can hope to get raw 
materials (or goods in the case of 
retailing establishments) only 
after all the nationalized enter- 
prises have been taken care of. 

In Czechoslovakia, and this is 
also true of Hungary, Rumania 
and Bulgaria, it is hardly worth- 
while to own anything but the 
bare necessities of life, perhaps a 
few pieces of furniture and some 
clothing. Worst off are perhaps 
the owners of three- or four-fam- 
ily houses. They are obliged to 
keep these houses in good repair 
with their own money, and yet 
they live in fear that these houses 
will be taken away from them. 
Besides, there is little equipment 
and materials to keep buildings 
in repair. Whatever is available 
is monopolized by nationalized 
contracting firms which take care 
of the buildings of other nation- 
alized enterprises. As a result, 
there is no market for real es- 
tate and in contrast with Western 


Europe, the countryside in East- 
ern Europe is marked by a com- 
plete absence of any private 
building. 

The Czech economy is today at 
its lowest ebb since the end of 
the war. The great Czech middle- 
class (not incomparable to the 
American middle-class), which 
constituted about one-third of the 
nation and which, despite all its 
faults, has been responsible for 
the past prosperity of the coun- 
try, is now being ruthlessly li- 
quidated. The country is unhappy ° 
and bewildered, and its standard 
of living, once the highest in cen-- 
tral Europe, is rapidly declining. 

The situation in Hungary is° 
somewhat better than in Czecho- 
slovakia. To begin with, there is 
more to eat, and the bulk of Hun- 
gary’s landless proletariat has its 
own land to cultivate—until the 
time is ripe, of course, for the 
Government to feel strong enough 
to collectivise it. But this danger- 
ous subject is now relatively lit- 
tle mentioned. The war-built fac- 
tories have made the country’s 
economy better balanced and to- 
day, Hungary is building railway 
and even automotive equipment. 
Hungary’s communistic Govern- 
ment, of which the extremely able 
communist leader, Matyas Rakosi, 
is the central figure, has the situa- 
tion under better control than its 
Czech counterpart. 

As in Czechoslovakia, labor 
unions in Hungary have been 
muzzled. Piece-work and “social- 
ist competition” have become 
general, and work norms are 
being raised as fast as they are 
met. The work-week has been ex- 
tended to 48 hours and as in 
Czechoslovakia, so in Hungary, 
labor unions are known to have 
been ordered to demonstrate in 
the streets for “lower pay or a 
longer work-week without extra- 
pay,” it being below the “dignity” 
of the workers in a people’s de- 
mocracy to ask “for extra pay for 
the extra work.” 

Rumania and Bulgaria are 
probably under the more direct 
control of the Kremlin than are 
the other satellite states. Com- 
munization of their economies ac- 
cording to the Russian model has 
progressed farther, and in some 
areas the collectivization of land 
apparently has begun. The reason 
for this is that both Rumania and 
Bulgaria lie within the inner belt 
of the Russian defense system. 
The other satellite countries are 
evidently “expendable,” if neces- 
sary. 
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What Clues to Watch... for 
Turning Point in Business 





(Continued from page 466) 
and coal industris. (3) Growing 
belief that reflationary Govern- 
ment measures plus deficit financ- 
ing marks the start of another 
Administration attempt to fight 
the recession with inflationary 
weapons. The latter may yet turn 
out to become the strongest factor 
leading to resumption of larger 
scale inventory buying despite 
valid doubt whether the Govern- 
ment can succeed in its efforts 
until readjustment in basic indus- 
tries has run its course. 

Doubtless the scene is set for 
a seasonal improvement in busi- 
ness but we greatly question 
whether it will be more than a 
temporary improvement. Rather 
we anticipate another dip later in 
the year, and certainly early next 
year, before a more sustained im- 
provement can materialize. One 
reason for this belief is that ad- 
justment in basic industries such 
as steel and capital goods is far 
from completed; in fact it has 
hardly begun. And steel is likely 
the key to what will happen later 
this fall, contingent upon what 
happens in such industries as 
automobiles, farm equipments, 
construction and heavy ma- 
chinery. Since the automobile in- 
dustry is currently the mainstay 
of steel activity, the extent to 
which automobile production and 
demand will slacken will have a 
decisive bearing on the overall 
outlook. 

_ Construction, though gratify- 
ingly high now, is bound to fall 
off seasonally, and the same is 
likely true of farm equipment out- 
put. Capital goods activity will be 
governed by industry plans for 
capital investments and while no 
sharp drop is indicated, there 
will be some trimming. All of 
which could make for another de- 
cline later in the year, permeated 
by numerous cross currents. The 
prospect remains that those indus- 
tries first to feel the downturn will 
be turning stronger while others 
which took longer to get to the 
buyers’ markets and are in vari- 
ous stages of readjustment will 
have to complete the process. It is 
difficult to assume, in the circum- 
stances, that a resumption of the 
business decline is not to be an- 
ticipated though further readjust- 
ment may be piecemeal, spotty 
and moderate. Nor can we have 
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firm convictions that the price 
and inventory adjustments up to 
now have been adequate to allow 
currently firming conditions to 
continue. We may be close to an 
intermediate stabilization, but 
more permanent stabilization is 
still some time off. 
Productionwise, non - durable 
industries have shown the bulk 
of improvement in recent months 
while the decline in durable goods 
has speeded up sharply, living up 
to its usual recession pattern. The 
boom peak in the former occurred 
around mid-1948, in the latter it 
came in December 1948. The 
turning point in the production in 
non - durables usually precedes 
that in durable goods. If the bot- 
tom in non-durables should be 
reached before the end of this 
year, as quite possibly it will, the 
upturn in durables may not be 
many months behind, but it would 
mean that a general upturn 
should hardly be expected before 
the second quarter next year. In- 
terestingly, the production lines 
of these two major groups, which 
have crossed in every past reces- 
sion before the stage was set for 
a reversal of the general] trend, 
have been getting closer rapidly 
in recent months. Their further 
course will be worth watching, 
for it should furnish a good clue 
to the timing of the ultimate re- 
versal of the general trend. 





The Varying Recession 
Impact Revealed by 
Second Quarter Earnings 





(Continued from page 469) 
important factor. Because of the 
three-day work week recently dic- 
tated by John L. Lewis for ‘‘cap- 
tive’ (company -owned) mines, 
U. S. Steel has been obliged to go 
into the open market to replenish 
its insufficient coal supply from 
its own mines. This adds materi- 
ally to current costs. 

While the company refrained 
from forecasting the extent of 
production decline before normal 
buving develons again, it pointed 
out that in the second quarter 
there was a moderate accelera- 
tion in the drop of incoming 
orders and also a further increase 
in cancellations and deferments. 
During the June quarter, the 
order backlog was reduced to 
about 314 to 4 months’ production 
potential, a drop of about 25% 
from what it was at the end of 
the first quarter. 


It is likely that the third quar- 
ter will bear the brunt of adjust- 
ment. Steel users still have sizable 
inventories, therefore order spar- 
ingly or not at all. But steel 
stocks are dwindling fast and 
chances are they will be ready to 
buy again by October, according 
to trade estimates. The fourth 
quarter thus may see a decided 
improvement over what now ap- 
pears to become a rather disap- 
pointing third quarter. 

Building materials companies, 
in line with the marked seasonal 
pick-up of construction activity 
during the late spring and sum- 
mer, have done fairly well though 
not matching year-ago figures. 

Johns Manville matched first 
quarter results in the second 
quarter, both producing per share 
net of 97c on closely similar vol- 
ume, but sales as well as earnings 
were lower than a year ago. Due 
to the placing into operation of 
new facilities, the company did 
better than most others in its 
field in the first quarter; but 
results henceforth are likely gov- 
erned by seasonal influences 
though earnings should hold up 
fairly well on the whole. 

Certain-teed Products Corpora- 
tion, manufacturer of asphalt 
roofing and gypsum products, 
likewise picked up in the second 
quarter, reporting net of 64c per 
share against 50c in the first 
quarter and $1 a year ago. The 
profit margin improved some, as 
volume: rose, but with 17.5% it 
was still below the year-ago 
figure of 21.7%. In line with 
often observed experience else- 
where, the earnings drop com- 
pared with last year’s June quar- 
ter was considerably sharper than 
the decline in sales; the latter fell 
20% but per share net was off 
36%. 

Profits of General Electric fell 
32% in the second quarter com- 
pared with a year ago, to a total 
of $19.84 million or 69c a share 
as against $1.01 earned in the 
earlier period, and 93c reported 
for the first quarter. Sales volume 
of $390 million compared with 
$411.6 million in the first quarter 
and $406.8 million in the June 
quarter of 1948. 

Chairman Wilson declared that 
these decreased earnings resulted 
principally from reductions in sell- 
ing prices and from the adverse 
effect on margins of frequent ad- 
justments made in _ production 
schedules in an attempt to main- 
tain a reasonable balance between 
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Investment Program 
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In this market setting when the investment action you 
take is vital to preserving and building capital and 
income ... we suggest that you turn to THE FoRECAST just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. ForEcAsT SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 





1. When to Buy and When fo Sell 

Our weekly market forecast ... with chart of daily 
action . . . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 
Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
For Annual Income of 6% to 8% on a Regular Monthly 
Basis; (b) Dynamic Securities for Capital Building 
with Higher Dividend Potentials; (c) Low-Priced Op- 
portunities for Large Percentage Profits. Each program 
comprises a fixed number of securities and it is our aim 
to have you contract or expand your position as we an- 
ticipate pronounced market weakness or strength. Sound 
selection and proper timing key- 





note FORECAST SERVICE. 





given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs .. . 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead ... and 
shows significant indications at 
this time. 





2. Definite Advices on Intrin- |! 


Have The Forecast Serve You 


...in Safeguarding Your Capital 
and Income Now 


...in Building Dynamic Profits 
as The Turn Comes 


The specialized service of The Forecast can 
be of the greatest value to you in bulwarking 
your investment position to weather the 
crucial phases of adjustment just ahead .. . 
in taking advantage of the coming cyclical 
turn and the outstanding profit opportunities 
to be open in greatly underpriced situations. 


4. Continuous Consultation 


You are welcome to consult us 
... by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold .. . switch .. . or close 
out. 


A Plus Service . . . These con- 














sultation privileges alone can be 





sically Sound Issues 

All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 8% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well-as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in profit leaders . . . in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s out- 
look. | 


EnroH NOW for the protection and advantages of Fore- 
cast Service .. . especially under today’s conditions. At 
this time, you also have the advantage of our Special 
Offer of Free Service to Sept. 15. Mail the coupon below 
today. 























Wail Co on eee em ee FREE SERVICE TO SEPTEMBER 15, 1949 la ee ee ae , 
up | 8-13 | 
| CHE INVESTMENT AND BUSINESS FORECAST 
Today! | of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. | 
, | [ enclose [ $60 for 6 months’ subscription; [1] $100 for a year’s subscription. | 
S e ] Of f | (Service to start at once but date from September 15, 1949) 1 
pecia er | SPECIAL MAIL SERVICE ON BULLETINS | 
, Aw Mail: 1.00 si hs; 2.00 Tel h 1 i ticipati f 
kh MONTHS | pond war in 0. 3 ont Caueie. me O's 0 ion ue siete eaadane aaa Ges 
SERVICE $60 l Special Delivery: $4.00 six months; to buy and when to sell . . . when to ex- 
| $8.00 one year. pand or contract my position. | 
MONTHS’ ooh | 
12 service S100, - | 
| Address ! 
Complete service will start at | ] 
once but date from Sept. 15th. | City State | 
ipti bscri hall b d Li to 12 rit f 
Subscriptions to ‘The Farooase ute eae OO Gt ieee 


are deductible for tax purposes. 
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REEVES BROTHERS, wc. 


DIVIDEND NOTICE 
A quarterly dividend of 25c¢ per 
share has been declared, payable 
October 3, 1949, to stockholders of 
record at the close of business Sep- 
tember 6, 1949. The transfer books 
of the Company will not be closed. 
J. E. REEVES, Treasurer 
August 5. 1949 











output and the erratic but gener- 
ally reduced demand for certain 
products—notably appliances and 
equipment for industrial applica- 
tions. This effect on margins, 
coupled with lower volume, was 
fairly pronounced as our table 
shows. Second quarter pretax mar- 
gin was down to 7.8%, from 12.4% 
in the first quarter and 13% in the 
second quarter of 1948. 

In contrast, Westinghouse Elec- 
tric improved its earnings during 
the June quarter. The company 
reported net sales for the first 
half of $468 million, a drop of 
3% from last year’s first half 
total of $482.8 million, but June 
quarter sales were up from the 
March quarter. Per share net for 
the first half was $2.10 as against 
$2.02. Since March quarter earn- 
ings were reported as 79c a share, 
this indicates June quarter net of 
$1.31. Company’s order backlog 
at the end of June was $602.8 
compared with $678.9 million a 
year ago. 

General Foods provides a 
sample of the fairly stable condi- 
tions prevailing in the food field. 
Second quarter volume at $30.2 
million was virtually the same as 
reported for the first quarter; the 
slight decline in per share net to 
87c from 90c was due to a small 
narrowing of the profit margin 
from 13.8% to 13.4%. A year 
ago, sales of $32.4 million at a 
pretax margin of 14% produced 
net profits of $1 a share. 

The profit decline in the oil in- 
dustry is about in line with gen- 
eral expectations. Per share earn- 
ings of Shell Union Oil receded 
to $1.20 for the June quarter 
from $1.59 in the March quarter 
and $2 a year ago. The June 
quarter earnings drop occurred 
on a sales decline of about 6%; 
the pre-tax margin narrowed 
from 14.7% to 11.3%. Phillips 
Petroleum in the first six months 


earned $3.63 per share, down 
sharply from the $6.03 netted in 
the comparable period a year 
earlier. Since March quarter net 
was $2.10 per share, June quarter 
profits were no more than $1.53. 
The decline in the first half oc- 
curred despite a notable increase 
in gross income, to $244 million 
from $212 a year ago. Expenses 
however were sharply higher. 

Sharply lower earnings are also 
indicated for Socony-Vacuum Oil 
Co. which estimates first half net 
at about $1.45 a share compared 
with $2.28 in the comparable 
year-ago period. But there are 
also exceptions to the general 
trend. Barber Oil Co. for the 
same span reports per share 
profits of $2.03 vs. $1.60 last year. 

Notable exceptions to the gen- 
eral downtrend of earnings are 
also found among the cement 
companies where heavy and un- 
ceasing demand points to con- 
tinued prosperous conditions. 
General Portland Cement shows 
higher volume and earnings in 
the June quarter, the latter 
amounting to $1.38 a share com- 
pared with $1.13 in the March 
quarter and $1.04 in the June 
quarter last year. Penn-Dixie 
Cement had a smart recovery 
from lower March quarter results 
when sales were down to $3.1 mil- 
lion and net earnings to 59c a 
share. In the June quarter, vol- 
ume had risen to $4.8 million and 
per share net to $1.24, with the 
pretax margin rising from 16.3% 
to 25%. 

Sulphur producers also did 
well. Texas Gulf Sulphur earned 
$1.97 a share on June quarter 
volume of $16.3 million; in the 
March quarter, sales totalled $14.9 
million and share profits came to 
$1.90. Both these groups, cement 
and sulphur, are likely to show 
continued above average results. 


As can be seen from the 
samples discussed in the forego- 
ing, and others shown in our 
tabulation, the widely varying 
earnings trends afford an excel- 
lent clue as to the impact of re- 
adjustment on different indus- 
tries. From an investor stand- 
point, it will therefore be a re- 
warding task to watch earnings 
and dividend trends closely. As 
previously stated, dividends as a 
whole have held up much better 
than earnings, reflecting not only 
ample dividend coverage in many 
cases despite reduced profits, but 
probably also confidence of man- 
agements in the future outlook. 
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As I See It! 





(Continued from page 461) 
their Government and its policie 
is really able and likely to restor 
their economic health and inde 
pendence, whether the aim, out 
look and emphasis of the Labor. 
ites are best suited to safeguari 
the people’s standard of living and 
restore the nation’s self-reliance, 
On the record, such ability ap. 
pears more than doubtful, and the 
doubters — even in Britain — are 
steadily gaining in number. The 
fall of British Government bonds 
attests to that. 















What’s Behind the Market 
Rise? 





(Continued from page 463) 


that seen in recent months can he 
ruled out for some extended time 
to come. If there is a chance for 
such a conviction to develop at all, 
it is hard to see how it could come 
about without considerably more 
supporting evidence than is avail- 
able at present. It would be pruv- 
dent to figure that the current re- 
bound in business merely delays 
the adjustments needed to put the 
economy on a sound footing; and 
that, therefore, the final low in 
business might come later in 1950. 

Aside from all this, the pres- 
ent Administration, committed to 
huge spending program indefinite- 
ly, will surely be pressing for 
higher corporate taxes and higher 
income taxes on the middle classes 
and the well-to-do whenever it 
thinks business conditions are 
good enough to permit; and 
for all practical purposes, except 
actual shooting, our country is at 
war with Communist Russia. 
There is nothing imaginary about 
these sobering imponderables. As 
a result of them it may be that 
‘‘normal’’ price-earnings ratios 
have to be considerably lower, and 
“normal” dividend yields consider- 
ably higher, than they were before 
the war. If so, fairly moderate lim- 
its are set On market upswings. 
On the other hand, the solidity of 
the market’s June low must still 
face a future test. 

On the reasoning cited in this 
discussion, there is no change in 
our conservative policy. Do not ex- 
tend your equity holdings. Main- 
tain substantial reserves for fu- 
ture buying opportunities.—Mon- 
day, August 8. 





eae Heel 












Soe 


461) | WH.4. GPD..; 
ts vaticll Suke DLALZ, of 


to restore y, 
toe Your Investments 


he Labor} 


safeguar( N 0) Wi 



































































living and} ce 
f-reliance, >_> 
bility ap pS 
J, and the —_ 
aln — are == 
iber. The = 
ont bonds === 
———x= 
ees 
Market So Shey ‘Can 
wh ZA VY, WITHOUT OBLIGATION 
| SOT LL 
hs can be LATER A Valuable Special Offer to Re- 
ded time ” 
lance for sponsible Investors with $50,000 
lop at all, 4 
uld come Or More in Investment Funds. 
bly more 
Is avail. 
| be prv- a EES 
rrent re- 
y delays ; ; - 
> put the *% There has rarely been a time when reappraisal of your securities was 
ing; and more necessary than today. 
1 low in ; ’ ; 
‘in 1950. *% For some time ahead the market will be highly selective. Whether it 
. 2 
he pres- is a bull market or a bear market for you will depend not so much upon 
itted t i 7 Pp Pp 
3 a the general trend as upon what individual stocks you hold. 
ihe se * In the first seven months of 1949 you have seen scores of dividend casual- 
ee ties while other companies have increased dividends. Second quarter 
1ever it reports reveal widely divergent earnings trends among corporations. 
ns are ; . 
it: and % Your investment progress demands that you avoid the shares of com- 
; an . prog _ B y : 
, except anies in a vulnerable position. Your funds must be in corporations 
Bay’ pan : Pp — ™ 
ry is at which have adjusted themselves to 1949-1950 prospects . . . which are 
Russia. fortified by sound management—a strong financial and competitive posi- 
‘y about : > aie Had - ee awh 
bles As tion — and with earning power ahead to maintain liberal dividend 
be that disbursements. 
s ratios : ’ os ; 
ver, and * In this setting, we invite you to submit a list of your holdings to us for 
onsider- our confidential preliminary analysis. We will offer valuable comments 
gt on your diversification, income... and specify which of your investments 
ate lim- are least attractive and why to sell them. 
swings. - 
idity of % Merely send us a table of your issues, the size of each commitment, your 
ist still : ‘ ¢ ae é : 
buying prices, cash on hand and objectives. You will be told how our 
in this counsel could help you and an exact annual fee will be quoted. 
ange in 
not ex- * 
Main- Investment Management Service 
—Mon- Backed by 41 Years of Successful Service to Investors 
— NINETY BroapD STREET New York 4, New YorK 








When you order dinner, 


NCLE SAM’s boarding house now feeds 
U over sixteen million more people 
than in 1940, according to the Census 
Bureau. Today an estimated population 
of 148,000,000 Americans (including you ) 
gets hungry three times a day, every day 
of the week. 

This record-breaking national appe- 
tite has been making farmers hustle on 
America’s 5,859,169 farms. Farmhands 
are scarce. Farmers have been calling 
for agricultural machinery—an estimated 
1 billion dollars worth last year alone! 
And large parts of the world have been 
looking to American factories for the 
machinery and tools necessary to avoid 
starvatior and build for peace. 

So the farm machinery factories have 

UNITED 


STATES STEEL 


CORPORATION 


the farmer orders steel! 


been calling for steel and more steel. And 
the farmers themselves have wanted acres 
of steel roofing and thousands of steel 
farm buildings. On top of that, great 
quantities of steel wire are needed for 
fencing our farms—668,000 miles of it 
in 1948. 

That gives you only a partial idea of 
the enormous demand for steel these last 
few years. 

The railroads take steel. Highway con- 
struction takes steel. Bridges take steel. 
Housing takes steel. Oil wells and pipe 
lines take steel. 

Community improvements of every 
sort, from flood control dams and water 
systems to sewage disposal plants, all 
take plenty of steel. And of course, 


SUBSIDIARIES 


UNITED STATES STEEL 


national defense takes its share, too. 

United States Steel plants have been 
breaking production records to help fill 
these and many other needs. In United 
States Steel research laboratories, scien- 
tists have developed better steels for 
today’s exacting demands. Nothing else 
can do what steel can do. 

Looking ahead to a big demand to- 
morrow, United States Steel is currently 
spending 900 million dollars in plant im- 
provements and additions, most of them 
completed now. 

Helping to build a better America ts 
the number-one job at U.S. Steel. 


This label is your guide to quality Steel. 





ap Tech a Mt Ais 








ire, too. 
re been 
help fill 

United 
‘Ss, sclen- 
eels for 
hing else 


and to- 
urrently 
lant im- 
of them 


1erica is 


ty Steel. 





